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THURSDAY, APRIL 14, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON SpectAL GOVERNMENT ACTIVITIES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met at 10 a. m., Hon. Jack Brooks (subcom- 
mittee chairman), presiding. 

Mr. Brooks. A quorum being present, the subcommittee will be 
called to order and we will proceed with a hearing of evidence concern- 
ing the sale of this Government-owned alwmina plant near Laramie, 
Wyo. 

The purpose of this hearing briefly is to receive testimony in evi- 
dence on the proposed negotiated sale of the Government-owned 
alumina plant near Laramie, W yo., and to determine whether or not 
the property is being disposed of in the best interests of the Govern- 
ment and whether or not the intent of the law governing the sale of 
surplus property by negotiation is being properly carried out. 

I want the members of the committee and the people interested 
here to know that Senator Barrett, of Wyoming, is interested in this 
problem and has kindly consented to come back tomorrow and testify. 

Senator Barrerr. I will be back tomorrow. 

Mr. Brooks. Senator O’Mahoney’s administrative assistant, Mr. 
Manatos, is here with us, as well as Congressman Thompson from 
Wyoming. 

Now we have a related matter that I think the members of the sub- 
committee should consider, and that is that Mr. ee Zandt, from 
Pennsylvania, one of the senior Republican members of this Congress, 
has introduced a bill which would request the University of Pennsyl- 

vania to spend an appropriation of Federal funds of approximately 
¢1 million in an effort to determine a feasible manner of making 
alumina, which this plant in Laramie, Wyo., did do. 

Now based on the explanations filed by the General Services Admin- 
istration on this particular matter, a very heavy and weighty file was 
sent to this committee. It was received on the 24th day of March 
and we had about 12 or 15 days to examine it. That was not sufficient. 
We requested an extension of time which Mr. Mansure granted. Mr. 
Reuss looked over the proposal. It was determined that we would 
have a real study made, so we have spent the last 2 weeks going into 
this matter as thoroughly as possible. 

Without any further ado, I would like to explain that the subcom- 
mittee is basing its work on the explanation filed by the General 
Services Administration and the substanti: ating material from the 
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files of the General Services Administration that we have gone into 
with their cooperation. 

[ think first, if it is the will of the subcommittee, that we will lay 
out the basis for the General Services Administration’s action, and 
then we will get an explanation of this detailed explanatory statement 
filed by the General Services Administration. 

After that I thought we would get an analysis from some of the 
persons in the General Services Administration who were involved 
in this transaction and who are involved in like transactions. 

After that we will hear from the people who made the original 
objection, Monolith, and then the people who are very pleased with 
the proposed sale, the gentlemen from Ideal. 

Gentlemen, does that sound like the best way to build this record? 
If that is in accordance with your wishes, we will proceed. 

It is going to take a little time to lay out all the facts, but I think 
in order to ‘protect the public interest we should certainly see that 
the record is a sound and complete one. 

At this time I would like to notify the witnesses that you are en- 
titled to have counsel. We, in accordance with the House rules, will 
treat you with every courtesy. We will swear the witnesses, and 
the first witness that I would Tike to call is Mr. Maxwell Elliott, Gen- 
eral Counsel of the General Services Administration. 

(Whereupon the witness was duly sworn.) 


TESTIMONY OF MAXWELL H. ELLIOTT, GENERAL COUNSEL, 
GENERAL SERVICES ADMINISTRATION 


Mr. Extiorr. My name is Maxwell Elliott, General Counsel, Gen- 
eral Services Administration. 

Mr. Brooxs. Would you give us a brief sentence on your experience 
in Government and in the General Services Administration ? 

Mr. Ex.iorr. Yes. 

I have been with the Government for 21% years, approximately. 
I have been with General Services as its General Counsel since it was 
created by the Congress on July 1, 1949. 

Mr. Brooxs. I wonder, Mr. Counsel, if you would briefly explain 
the GSA authority for the disposal of surplus property by negoti- 
ation. 

Mr. Exxiorr. Yes. 

As you know, the major objective of Congress in creating General 
Services was to provide an organization which would sarry out and 
put into effect an economical and efficient system of property man- 
agement for the Federal Government ranging all the way from 
procurement through disposal. 

Section 203 of the Federal Pr operty and Administrative Services 
Act of 1949, which, as you know, Mr. Chairman, was the child of 
this committee, provides: 

“Except as otherwise provided in this section, the Administrator shall have 
supervision and direction over the disposition of surplus property. 

The following subsections give the details of his responsibilities in 
that respect. 

Mr. Brooks. Do they limit the sale to former owners, operators, 
States or local governmental units? 
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Mr. Exuiorr. No, sir. Under the Surplus Property Act of 1944 
there were various statutory priorities such as former owners and 
State and governmental institutions. 

At the time our act was under consideration the Congress con- 
sidered whether or not they wished to grant statutory priorities and 
decided that they did not wish to, the reason being, as I recall, that 
the great bulk of World War II surplus had then been disposed of 
and ‘they wanted to leave the law as flexible as possible so as to leave 
it up to the administration to gear itself to what might be changing 
conditions from time to time in the disposal of surplus. 

Mr. Brooxs. With regard to the intent of this legislation, 1 will 
read now from the amendment to the Federal Property and Admin- 
istrative Services Act with which I am sure you are all familiar: 

It is the intent of the committee in recommending extension of this atthor- 
ity that negotiated sales to States, local governments and former owners be 
made at the current market value of the properties as established by competent 
appraisers, 

That is taken from the report of the Senate. 

Mr. Extrorr. Yes. 

Let me explain with a little history. At the time the Federal 
Property and Administrative Services Act was originally passed, 
there was a limited time—I believe it was 6 months—in which the ad- 
ministration was authorized to negotiate sales as distinguished from 
advertisement. That time expired and in 1952 we found that there 
were some sales that we were not making effectively because we lacked 

negotiating authority. We, ther efore, asked the Congress—and I 
believe th: at was in 1951—to extend th: ut authority for another year, 
which they did by an amendment which read: 

Unless the Administrator shall determine that disposal by advertising will, 
in a given case, better protect the public interest, surplus property disposals 
may be made without regard to any provision of existing law for advertising 
until 12 o’clock noon, eastern standard time, June 30, 1953; provided, that an 
explanatory statement shall be prepared and submitted to the appropriate com- 
inittees of Congress and a copy preserved in the file of all cases where negotiated 
disposal occurs. 

While this amendment was under consideration in the Senate, 
was brought out in testimony that we had several cases, one involvi lie 
some land at Camp Ellis, Ill., and another some housing units that 
had belonged to Reclamation at Lemon, S. Dak., in which there 
seemed to be a definite public interest in giving the former owners a 
first opportunity to buy those properties, “and we advised the Senate 
committee that if this negotiating authority were granted we would 
administratively give a priority to the former owners. We indicated 
we would do so on the basis of the fair market value. That obviously 
was the committee intent because the committee so wrote it into their 
report, and we have followed that intent, not only in these cases but 
in other cases where we have given an administrative priority to for- 
mer owners. 

Mr. Brooxs. Thank you. 

Now, in making a sale to former owners by administrative consid- 
eration, or in making sales to State or local governments, as indi- 
cated by the intent of this committee stated in that Senate hearing 
in 1953, how do you evaluate current market value? 

Mr. Exxiorr. I think perhaps Mr. Peyton, the head of our Surplus 
Property, Real Property Dispesal Branel, could answer that ques- 
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tion better than I, but I will try my hand at it and say that our method 
is to have the property appraised. It has been by our own appraisals 
previous to this time to determine what is considered the current 
market value. I believe the doctrine of the appraisers is this: They 
figure on the basis of the highest and best use to which the property 
could be put that, a willing buyer would pay. 

Mr. Brooxs. Thank you very much. 

Now, with regard to the appraisals, as indicated by this committee 
report, they shall be made as established by competent appraisers. 
Whom do you use as your appraisers ? 

Mr. Exxiorr. The head of our appraisal staff is Arthur May, who, 
if I could boast a little bit about the General Services Administra- 
tion, is one of the outstanding appraisers in the country. He teaches 
at American University. He gives lectures all over the country and 
he has written the standard textbook that most realty boards use 
for residential appraising. He has a number of very competent 
people on his staff, including Mr. Frank Weller. 

I might say this, we have to look at two different types of nego- 
tiations. One is where we set up an administrative priority for 
former owners. There we give the former owner a chance to come in 
and buy ahead of anybody else, and on an exclusive basis at the 
appraised current value, the current fair-market value. 

Another type is where we have taken bids on property and have 
received no acceptable offer. Then we negotiate with the bidders 
and try to get the best that we can. Of course, in the final analysis, 
the fair-market value is the present price somebody will pay for it. 

Mr. Brooxs. We understand that, when it goes to the highest and 
best use of the property ? 

Mr. Exnrorr. Yes, 

Mr. Brooxs. The sales to individuals are considered in the bid and 
then there is negotiation. That is where individuals other than the 
category of States, local governments, or former owners would 
come in? 

Mr. Exnrorr. That is correct. 

Mr. Peyton can testify to this more accurately than I, but I do 
not believe that we have had any cases, other than one of these former 
owner cases, where we have negotiated exclusively with one bidder. 

Mr. Brooxs. I wonder if you will just briefly explain to the sub- 
committee the legal authority for placing conditions as to use upon 
surplus property which might be sold—-conditions such as this in 
place operation, or the use of a given property. 

Mr. Exuiorr. Yes. I would like to give you some history, because 
the history is relevant to this. 

Under the Surplus Property Act of 1944—and I do not have a 
copy of it with me—but as I recall, one of the objectives of the act 
stated was to provide an orderly transition from a wartime to a peace- 
time economy and to promote employment, and to promote new 
businesses and to promote small businesses. 

Under that mandate, the War Assets Administration administra- 
tively placed conditions on sales requiring the use of property. They 
did so under language of their act which, as I recall, was substantially 
similar, if not identical. to the language that appeared in our own 
act as section 203 (c) which says: 
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Any executive agency designated or authorized by the Administrator to dis 
pose of surplus pro,erty may do so by sale, exchange, lease, permit, or transfer 
for cash, credit, or other property with, or without warranty, and upon such 
other terms and conditions as the Administrator deems proper. 

Now, since out act. was passed, from the beginning, we have looked 
at that clause as doing two things: The first part gave us the rules 
of the game with respect to the financi ing of a sale, and the documenta- 
tion, whether it is an exchange, permit, cash, credit, other property, 
and so on; and the second part, it seemed to us, authorized the Admin- 
istrator to put in what you might call public-interest terms and 
conditions. 

We have never regarded that as a blank check, but we certainly 
have regarded it as author ity in view of the administrative construc- 
tion plac ed on the Surplus Property Act; in view of the fact that 
administrative construction was known both to the House and the 
Senate committees at the time our act was passed. 

We have regarded that as authority to impose conditions requir- 
ing the use of a property. 

Now, in addition to the general public good that requiring the use 
keeps a business going, he ‘Ips the local c ommunity, it prov ides employ- 
ment in the local community, we have also regarded it as a dollar 
benefit to the United States. 

Mr. Brooxs. This protection of the public interest. you have con- 
sidered as a dollar interest to the Caled States? 

Mr. Exnsorr. Yes, we have, and for this reason: If a property is 
kept in use in place, the company that owns and operates it is going 
to pay taxes. Their employees are going to pay taxes, and those taxes 
will come to the United States. If it 1s sold for junk or for scrap, 
there are no taxes paid, so with all of those factors taken into consider- 
ation, we felt we have had a sound policy and an adequate legal basis 
for that policy. 

Mr. Brooks. You thought that this terminology, “Upon such other 
terms and condition as the Administrator deems proper,” gave the 
Administrator the authority, not only to consider the terms under 
which the sale was made and the method of payment, the interest on 
the balance due, the downpayment, and so forth, but it gave you and 
the General Services Administration’s Administrator the authority 
to impose restrictions on the use of the property, the number of years 
that it might be required to be operated, and so forth, all of which 
conditions ' you put in the deeds when you sell them ¢ 

Mr. Exxiorr. That is correct. 

Mr. Brooks. When you say that you are guided by the public in- 
terest in determining what other terms Sag the Admin- 
istrator should put in, do you consider as a part of the public interest 
not only the maintenance of those jobs, but the securing for the ae 
States Government the maximum amount of cash for those properties 4 

Mr. Exxiotr. Yes; we try to get both. We try to get both in the 
sense of the highest immediate cash return and the use of the prop- 
erty. We hope we will get more in terms of taxes later by reason of a 
prosperous business. 

Mr. Brooks. Certainly. 

I wonder if you have discussed this matter by telephone or other 
wise with any other governmental agenc¢y,.or the Monolith people, or 
the Ideal people, since this explanatory, pote was filed with the sub 
committee on March 11, 1955? 
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Mr. Exniorr. I have had no discussion of any kind since that date 
with the people from Monolith. Mr. Hart, who is the counsel for 
Ideal, telephoned me, as I recall, last Friday afternoon from Denver, 
more or less to inquire what procedure was before hearings of the 
subcommittee and what they were expected to do. I thought that 
they were questions that were of the kind that should be more prop- 
erly addressed to the committee. So it happened that Mr. McDaniel, 
the staff director of this committee, was in my office at that time and 
I asked him if he would talk to Mr. Hart and answer his questions 
as to committee procedure, 

Last Tuesday morning, I believe, Mr. Hart and his associates— 
and I think their names are Mr. Dobbins and Mr, Matthews—came 
into my office and talked to Mr. Moody and myself briefly, more or 
less as a courtesy call, if you will. 

Mr. Brooks. Thank you very much. 

I would like to say to the subcommittee that we did notify the par- 
ties after we discussed it with the Administrator, Mr. Mansure. We 
notified both of the interested parties, the Ideal people and the Mono- 
lith people. 

Now, I would like to introduce Senator O’Mahoney from Wyoming, 
who is well beloved in Wyoming and who has come over here in the 
interest of his State. We are going into the background of this prob- 
lem and probably this afternoon or tomorrow we will call witnesses 
from both of the interested parties, Ideal and Monolith, and at that 
time we would like to have comments from you, Senator O'Mahoney, 
and Senator Barrett and Congressman Thompson. 

Senator O’Manoney. Thank you very much. You are courteous 
and affable, as members of the House always are. 

Mr. Brooks. We have great respect for the Senators, as you must 
know. 

Do you have anything further to say, Mr. Elliott? 

Mr. Exxsorr. I do want to make an additional point and that is 
on this matter of advance submission of these negotiated disposals to 
Congress. 

The act does nof in ifs terms require advance submission. It re- 
quires the filing of an explanatory statement. However, the legisla- 
tive history of that in the hearings before the Senate, where that pro- 
viso was added, made it clear they wished those statements to be filed 
in advance of the disposal. 

Shortly after the act was passed we had a discussion with the staffs 
of the Senate and House committees, In the Senate it was with Mr. 
Walter Reynolds, the staff director, and in the House it was with Mr. 
Thomas Kennedy, then the counsel for the committee, and they, after 
such consultation as they deemed appropriate with the members of 
their committees, and based, as they told us at the time, on the experi- 
ence of the Armed Services Committees, came up with a 30-day period. 
It was recognized that the 30-day period was arbitrary, and in any 
case where the committee wished to look further into the matter we 
would gladly allow a longer time. We have done so in several in- 
stances; in fact, in every instance where a committee has requested it. 

Mr. Brooxs. Thank you very much, Mr. Elliott. 

Now, Mr. Moody, will you please come forward ? 

Mr. Reuss. Is the witness being excused now? TI have 1 or 2 short 
questions that perhaps he alone can answer. 
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Mr. Brooks. If the subcommittee will bear with me, I want to try 
now to get this explanatory message that was sent to the subcom- 
mittee into the record, which is the basis of our consideration, and lay 
that out for the benefit of the entire committee. I thought that we 
would let Mr. Moody testify on it. Then I am sure that Mr. Elliott 
will probably be visiting around here during the day. Maybe he will 
drop by tomorrow. I ‘think that he will be available. Am | pre- 
sumptuous in that ¢ 

Mr. Exxiorr. You are entirely right. 

Mr. Brooks. Our next witness will be Mr. Joe E. Moody, Assistant 
General Counsel, Real Property Division. Will you come forward 
und be sworn, please, Mr. Moody ? 

(Whereupon, the witness was duly sworn.) 


TESTIMONY OF JOE E. MOODY, ASSISTANT GENERAL COUNSEL, 
REAL PROPERTY DISPOSAL BRANCH, GENERAL SERVICES ADMIN- 
ISTRATION 


Mr. Moopy. My name is Joe E. Moody. I am Assistant Genera] 
Counsel of the General Services Administration assigned to the Real 
Property Management Activity. 

Mr BP Brooks. ‘And you have been with the General Services Admin- 
istration how long ? 

Mr. Moopy. Since it was created, July 1949. 

Mr. Brooks. And prior to that you were with the Government in 
what capacity ? 

Mr. Moopy. I have been with the Government for 20 years, come 
the last day of this month, as I recollect. 

Mr. Brooks. As an attorney all that time? 

Mr. Moopy. Not all that time, sir. I started young as a messenger. 

Mr. Brooks. And you worked- 

Mr. Moopy. I worked in the General Accounting Office and the 
War Assets Administration and the General Services Administration. 

Mr. Brooks. Fine. 

I wonder, sir, if you will, in an effort to get this into the record and 
before the subcommittee members, read briefly, subject to some pos- 
sible explanations, this explanatory statement of the proposed nego- 
tiated disposal of surplus real property that was submitted to the 
Government Operations Committee on March 11 and to this subcom- 
mittee on March 24. I believe it is about nine pages long. At the 
conelusion of that we should have a good grasp of this situation. 

Mr. Moopy. Would you like for me to read the entire statement ? 

Mr. Brooks. Briefly run right through it. I think it is essential 
to a consideration of this matter. 

Mr. Moopy. This is a proposed explanatory statement of a pro- 
posed negotiated disposal of surplus real property. 

The plar t is the experimental alumina plant, Laramie, Wyo., 
Plancor 1844. 

This is submitted pursuant to section 203 of the Federal Property 
and Administrative Services Act of 1944. 

The location is 214 miles south of Laramie, Wyo. 

It was reported excess by the Reconstruction Finance Corporation. 

The description is as follows: 
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The land consists of a 40-acre plant site, a quarry of 79.11 acres, a 
‘ailroad loading site of 12.74 acres, and 770 acres of mining rights. 
The four buildings on the plant site for offices, laboratory, and manu- 
facturing processes contain 143,822 square feet of floor space. 

The acquisition cost was $4,607,000. 

The plant was built for the Defense Plant Corporation of RFC 
under a contract with Monolith Portland Midwest Co. during the 
period from July 1943 to August 1946. It was designed for the ex- 
perimental production of 60 tons per day of alumina from anartho- 
site quarried locally which contains approximately 26 percent alumina. 
The experimental project was processed into a layaway condition 
before any experimental production was undertaken. 

As a result of an injunction issued in a suit alleging breach of con- 
tract filed by Monolith Portland Midwest Co. against the RFC in 
November 1946, the plant was not reported surplus until September 
1950, subsequent to dissolution of the injunction after the United 
States Supreme Court denied Monolith’s petition for certiorari. (339 
U.S. 932.) While in the excess status GSA screened the plant among 
other Government agencies for further Federal need and, as a result, 
issued a permit for occupancy to the Bureau of Mines, Department 
of the Interior, on September 27, 1951, for conducting experiments in 
producing alumina. The Bureau discontinued its experimental opera- 
tions at the plant on June 21, 1954, and gave up its occupancy permit 
as of June 30, 1954. 

The experimental operation of Plancor 1844 by the Bureau of Mines 
was considered by the Senate Appropriations Committee during the 
course of hearings on H. R. 4828, which included a Bureau of Mines 
request for an appropriation of $650,000 to conclude their experiments 
by June 30,1954. Senate Report 445, 83d Congress, Ist session (p. 19), 
of these hearings includes the following: 

The committee has been advised by the Bureau of Mines that it intends to 
complete its program within the amount allowed and will release the plant to 
the General Services Administration by the end of the fiscal year 1954, 

It appears that it is to the best interest of the Government that demonstrated 
cost, quantities, and qualities of alumina to be produced from such plant be 
obtained at the earliest possible moment and the committee is convinced that 
operation by private industry on quantity basis can be had without expense to 
the Government. 

The committee believes it to be in the public interest that General Services 
Adininistration should, as soon as possible, attempt to negotiate either a lease 
or sales agreement with an industrial operator with such agreement to take 
effect upon the release of the property by the Bureau of Mines, retaining for 
the Bureau of Mines if it so desires and at its expense the privilege of- 

(1) Observing operations in the plant for a reasonable time without partici- 
pating but having access to the experimental data and records pertinent to 
the operations. 

(2) Conducting further research for a reasonable time in the plant in co- 
operation with the lessee or purchaser provided such activities do not interfere 
with operations of the industrial operator, which operations shall be the ex- 
clusive venture of the operator. 

(3) Occupying suitable office space for a reasonable time. 

The Monolith Co., which owns and operates a cement plant adjacent 
to Plancor 1844, during this period actively diliinieaienl both by per- 
sonal contact and letters, to influence the Government to determine 
the plant surplus to Government needs and to acquire the plant from 
the Government by negotiation to the exclusion of all other interested 
buyers. See in this connection exhibit I, attached, consisting of a 





, 





GOVERNMENT-OWNED DEFENSE PLANT NEAR LARAMIE, WYO. Q 


letter dated September 30, 1953, to GSA from Monolith with en- 
closures being letter of August 14, 1953, to Monolith from the Bureau 
of Mines and Monolith’s reply of August 24, 1953, and GSA reply 
dated October 9, 1953, to Monolith. In letter of October 12, 1953, from 
Monolith to GSA and attachments including a 25-page mimeographed 
statement by Monolith entitled “Aluminum and the National Defense” 
Monolith stated that it considered a price of $545,000 as a fair basis 
for negotiating with the Government for the purchase of Plancor 1844 
and protested disposal of the property on a competitive-bid basis. 
Among the arguments advanced by Monolith in support of its con 
tentions was ownership of the patents on the process by which the 
plant was designed to produce alumina. At the time of this con 
tention by Monolith the validity of their patents and the applicability 
thereof to the plant process was questioned in a suit filed by Monolith 
against RFC in the United States District Court for the Southern 
District of California, Central Division, Civil No. 11816—-C, Civil. 
Final judgment in this case was entered against Monolith on February 
10, 1955. See exhibit II. In its findings of fact and conclusions of 
law filed with the judgment in this cause the court found that Mono- 
lith had failed to prove that its production of alumina in the plant 
by the lime-soda-minter process was, in fact, covered by any of the 
claims of the patents owned by Monolith. The court found, further, 
that the granting of the patents themselves by the Patent Office was 
induced by false statements made by Monolith and known by Monolith 
to be false at the time made to the Patent Office. 

Mr. Brooks. I would like to ask, was this the first actual offer that 
occurred for this property, the cash offer of $545,000 ? 

Mr. Moopy. To my knowledge, yes. 

Mr. Brooks. Also, I note in the lower two-thirds of the paragraph 
on page 2 that the date of this case, February 10, 1955, was some 
months after the sale, and I wonder why there was included in here 
your analysis apparently of what this lawsuit did and a lot of back- 
ground material that did not, as you saw it, directly affect the cash 
amount that the United States got for this piece of property. 

Mr. Moopy. Well, I can tell you, sir, what I had in my mind at the 
time this was put in here. 

Mr. Brooxs. That might be helpful. 

Mr. Moopy. It was my view that we had to dispel or establish it as 
a fact any claim that might have dictated a sale of this property, to 
Monolith to the exclusion of all other buyers, and proceed accordingly. 

Now, it would seem to me if they did have an ownership of these 
patents, as they claimed they did, at least they had a good talking 
point in their contention they should get this property. I do not know 
that that meant we should have sold it to them. I have no crossed 
that bridge in my thinking. 

Mr. Brooks. In the last sentence you say that the Patent Office 
was influenced by false statements made by Monolith and known by 
Monolith to be false at the time made to the Patent Office. I wonder 
if it is said exactly like that in the lawsuit. We have read the 
transcript of the case. It was very interesting. It ruined my whole 
Easter holiday. I wonder if that is stated in the particular case and 
I also wonder who were the principal witnesses against this particular 
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corporation’s claim of a patent on a process that had been used, appar- 
ently without - question, in that particular plant. 

Mr. Moopy. I do not know, Mr. Brooks. I have heard some people 
were witnesses, but I really do not know. I did not analyze the law- 
suit. 

Mr. Brooxs. Did you read the court transcript 

Mr. Moovy. Not the transcript. I read that particular opinion and 
the findings of fact and the conclusions of law. 

Mr. Brooxs. Did you read any of the testimony ? 

Mr. Moopvy. I do not believe T have. 

Mr. Brooks. Do you think that Ideal executives were witnesses 
against Monolith in this particular case ? 

Mr. Moopy. I am advised they were, yes. 

Mr. Brooks. You may continue. 

Mr. Moony. In February 1954 Monolith made an offer to GSA to 
purchase the plant for $600,000 payable $100,000 down and $100,000 
per year for 5 years, with interest at 4 percent on the unpaid balance. 

The Bureau of Mines informed this Administration late in 1953 
that they would not require use and occupancy of the plant subsequent 
to June 30, 1954. 

The congressional delegation from Wyoming as well as State of 
Wyoming officials long have continued to evidence an active interest 
in the disposition of the plant upon termination of its use by the 
Department of the Interior. See in this connection reports of testi- 
mony by Senators Frank A. Barrett and the late Lester C. Hunt before 
the Subcommittee on Interior Appropriations, Senate Appropriations 
Committee, during hearings on H. R, 4828, in May 1953. 

Extensive correspondence e and discussion duri ing the period of sales 
negotiation have been had with Senator Frank A. Barrett, Senator 
Edward D.C rippa, Senator Joseph C. O'Mahoney, Congressman Wm. 
J. Harrison, Wyoming Governor C. J. Rogers and the W yoming Na- 
tional Resources Board, who were interested in assuring continued 
operation of the plant, thus assuring continued local employment and 
development of local natural resources. 

Mr. Brooks. Was this correspondence with them in the interest of 
one or the other parties, or was it just in the interest of a general and 
immediate sale to any individual ? 

Mr. Moopy. Well, [ always viewed it in the interest of an immediate 
sale. I felt, frankly, sir, that for a time the inquiries were in behalf 
of Monolith as a prospective purchaser, but I always felt that the 
interest was in keeping this plant in operation. When our operations 
ceased—and I am speaking now of the operations of the Department 
of the Interior—I thought what they were trying to accomplish was 
to keep the plant operating. 

Mr. Brooks. You may proceed. 

Mr. Moopy. Early in 1954 GSA, as required by the Federal Prop- 
erty and Administrative Services "Act, supra, ascertained that there 
was no further Federal need for the property. 

By letter of December 7, 1953, Monolith requested Office of De- 
fense Mobilization to make the plant a part of the National Industrial 
Reserve and that its disposal be made subject to a commitment on the 
part of the purchaser to continue producing alumina in the plant 
from local silicates. By letter of January 7, 1954, Interior advised 
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ODM that the Laramie plant was not a commercial or industrial plant 
but an experimental one; that the economic competitiveness of the 
process had not been proven; that the plant lacked flexibility for con- 
version to other alumina production techniques should they prove 
more economical; and recommended against stringent restrictions 
being placed on the use of the plant lest they prove detrimental to its 
most efficient utilization. 

Mr. Brooks. I would like to point out to the subcommittee that is 
a particularly significant sentence because here the General Services 
Administration had been clearly warned in a recommendation from 
the Interior Department that they not make stringent restrictions be- 
cause if they placed those on the use of this plant they might get less 
money for the plant. 

You may proceed, sir. 

Mr. Moopy. S. J. Res. 120, introduced by the late Senator Lester 
©. Hunt of Wyoming, provided that in selling the plant GSA should 
require the purchaser (1) to represent that he was acquiring the plant 
for a reasonable test run on a commercial basis of the production of 
alumina therein and not for resale and (2) to agree to leave the plant 
in place for a period of five (5) years from the date of sale by the 
Government. 

By letter of March 18, 1954, in response to Monolith’s request of 
December 7, ODM advised Monolith as follows: 

Your request has been given very careful examination by ODM staff and 
analyzed in detail by the Interdepartmental Materials Advisory Committee. 
It is our considered opinion that available facts do not justify a recommendation 
to the Secretary of Defense that this plant be declared a portion of the National 
Industrial Reserve and its disposal made under the provisions of the NIR Act. 

The major considerations underlying this finding are as follows: First, with 
a rated capacity of only 60 tons per day as compared to metallurgical alumina 
requirements of industry of close to 8,000 tons per day, this plant of itself could 
hardly be rated of sufficient importance to national security as to warrant its 
addition to the National Industrial Reserve. As you know, the Laramie facility 
was constructed and has operated as an experimental plant. It is doubtful 
that it could qualify as an “industrial” or “commercial” unit for the production 
of metallurgical alumina, as defined in the NIR Act. 

Second, stockpiling of bauxite in this country has been carried on vigorously 
for some time. Amounts currently on hand in the national stockpile plus do 
mestic reserves of bauxite would permit operation of the entire aluminum 
system for several years even were all imports suddenly cut off by an all-out 
war. It is therefore questionable that the perfection of an alternative process 
for alumina production from domestic nonbauxitie materials is of sufficient im- 
portance to the immediate national security as to require continued operation 
of Laramie for 5 years as you have requested. 

Third, the Bureau of Mines has been operating the Laramie plant for 214 
years. It is satisfied that it understands the process, is convinced it will pro- 
duce a reasonable grade of metallurgical alumina at a price, and could design 
additional improved units from present data should it prove necessary. 


That is the end of the quotation from the Office of Defense Mobiliza- 
tion letter. 

By letter of March 18, 1954, ODM advised GSA of the foregoing 
action but suggested that GSA endeavor, for a period of 45 days, to 
find a lessee who would operate the plant for a period of 1 year, and 
this is a quotation from their letter to us— 
provided one can be found who would undertake the project at no cost to the 


Government and who would give Bureau of Mines personnel access to all test 
data and results. 
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ODM advised, further, that lacking success in arranging operation 
on such a basis— 
the plant should be released for final disposal without reference to consideration 
of national security, and subject only to such terms and conditions as appear to 
you (GSA) appropriate. 

Mr. Brooxs. Pardon me, Mr. Moody. 

Mr. Moopy. Yes, sir. 

Mr. Brooxs. At this point the ODM advised to try to find a lessee 
to operate it, and if that would not work, to disregard the consideration 
of national security and sell the property. What efforts did GSA 
make to lease this plant for 1 year, if any ? 

Mr. Moopy. Mr. Brooks, | want to answer your question. 

Mr. Brooks. Yes, sir. 1 would like for you to. 

Mr. Moopy. The chronology of events here, I think, will bring out 
what we tried to do as related to this, if you will permit me to go ahead. 
If it does not explain it fully—— 

Mr. Brooks. I do not think it will. I have read the chronology of 
events until I am blue, and I still want to know what they did. 

Mr. Moopy. After the bids were in—at this time, as I recollect it, the 
invitation was out. 

Mr. Brooks. March 18% 

Mr. Moopy. I believe so. 1 would want to check exactly as to the 
date. I believe it was March 5 that the invitations went out. We 
had this recommendation pending. We had the bill pending and we 
had the local interest in continued employment. 

‘The matter was talked over in the Washington office to decide : 

What do we do now? What should our course of action be here? 

The decision was made to go ahead and let the bids come in. It was 
an invitation for proposals to negotiate. 

Mr. Brooks. To negotiate a sale; not:to lease it as recommended by 
the ODM ? 

Mr. Moopy. That is right, sir. It was our conclusion at that point: 

Let us see what comes in as a result of this invitation, to see if we can accom- 
plish any or all of the purposes that are pending before us. 

Mr. Brooks. By a negotiated sale? 

Mr. Moopy. By negotiating for the continued use of the plant. 

Mr. Brooks. The purpose being also to consider the possibility of 
continuing the production of alumina at that plant ¢ 

Mr. Moopy. That is right, sir. 

Mr. Brooks. That is what you were going to lease it for; for 1 year? 

Mr. Moony. That is right, sir. 

Mr. Brooxs. When they let those bids and were going to have a 
negotiated sale, if the bids were not sufficiently high, to have one high 
bidder, would they on this negotiated sale try to include this or iginal 
purpose of leasing it, continuing the production, a relatively new 
process, using loc al materials, and of course providing jobs and so 
forth in that W yoming area ? 

Mr. Moopy. We were going to try to continue the period of opera- 
tion for the year. 

Mr. Brooks. Just for the year? 

Mr. Moopy. Or some period. Whether it was going to be done by 
lease or by purchase was something we hoped to work out on the 
basis of whatever kind of proposals we got. 
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Mr. Brooks. Of course it might be noted: Do you not think 1 year 
would have been a short period t to really establish a production sched- 
ule for such a major operation, the production of alumina, by a rela- 
tively new process ? 

Mr. Moopy. It would seem to me so, but I do not know a thing 
about it. 

Mr. Brooxs. Would you go on, please, sir. 

Mr. Moopy. In the meantime, on March 5, 1954, GSA had issued 
invitations for bids for the sale of the plant, bid opening date being 
set for April 12, 1954, later postponed until April 20, 1954. Press 
notices regarding the proposed sale appeared in the Denver Post, 
Rocky Mountain News, Denver Daily Journal, and the Rocky Moun- 
tain Journal. A paid advertisement was inserted in the Wall Street 
Journal of March 17, 1954. 

Mr. Brooks. At this point I would like to find out, sir, if you have 
copies of those paid advertisements. This says: 

A paid advertisement was inserted— 

That is not a very thorough advertisement of a plant that cost this 
Government $4, 607,000. I would like to see what advertising they had 
in the Wall Street Journal. 

Mr. Moony. I do not know whether I have it or not. I have the 
files and I will check it. Do you want me to do that now? 

Mr. Brooks. 1 think we ought to go into this advertising. 

Mr. Moopy. I have the files with me. 

Mr. Brooxs. Good. We want to see them. 

I will ask this: The Denver Post, the Rocky Mountain News, the 
Denver Daily Journal and the Rocky Mountain Journal—where are 
those papers published, sir? 

Mr. Moopy. I do not know. I assume in Denver. It looks like it. 

Mr. Brooks. It looks like all four are published in Denver, Colo. 

Mr. Moopy. It looks like it. 

Mr. Brooxs. Those were press notices. Before you try to get that 
advertisement, of course, a press notice as distinguished from an 
advertisement is a release submitted to a newspaper editor who cuts 
it or uses it as he wants, or leaves out a paragraph, according to his 
requirements. He places it in the newspaper in the way he wants, 
and uses it the way he wants. It is at his discretion, is it not? 

Mr. Moopy. I would think so. 

Mr. Brooks. It is certainly distinct from the idea of an ad which 
would lay out all the prospectus, more or less, of such a plant. 

If you would get that ad, I would like for the subcommittee to see 
just what kind of advertising we had on this $4,607,000 plant sale. 
Have you located that ad, sir? 

Mr. Moony. Mr. Brooks. what I have here is a copy of what pur 
ports to be a press release that was furnished us by the Denver office. 

Mr. Brooks. Is this the press release or the ad? 

Mr. Moony. This was the press release. I have not located the ad 
yet. This was the press release that I had reference to here, and this 
shows the papers to which it went. 

Now, I have a subsequent letter from Mr. Klein that states it actu 
ally appeared only in these papers. 

Mr. Brooks. You do not have a copy of the ad, or the material that 
was put in that ad? 
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Mr. Moony. I want to look. 

Mr. Brooks. What was the size of the ad? How many lines? How 
many inches? What sort of newspaper terminology was there? 

I like newspapers. Iam for them. I am not trying to cut out their 
advertising. 

Mr. Moopy. One point I asked our office to check on, this March 17 
advertising, and there is a statement in here. I will have to find it, if 
you will bear with me. 

Mr. Brooks. All right, sir. Now, gentlemen of the subcommittee, 
this news release is apparently 5 paragraphs, 3 of them being rather 
short 2-line paragraphs. It was rele ased by a man named Otto Klein, 
regional director, GSA. Denver, Colo.. and the distribution was appar- 
ently to newspapers in Wyoming and Denver. 

Also, a copy was sent to the AP, UP, and INS 

A short news release apparently was given 
through the wire services. 

Of course, it would not and does not give a complete analysis of 
what this plant can do, what its capabilities are, what it is poten- 
tially worth to a prospective purchaser. 

Mr. Moss. There is just one press release ? 

Mr. Brooks. I think that is true. This is the only press release we 
have notice of, sir. 

Mr. Moopy. I have something else that went in the Wall Street 
Journal, I have not located it. 

Apropos of your question, we have also been furnished a list on 
this particular point—we have been furnished by our regional director 
with a list of some 20 firms or persons to whom he sent ‘this, expressly 
requesting them to submit offers for consideration, to see if they were 
willing to submit offers. 

Mr. Brooks. We do not have that list of people he submitted this to? 

Mr. Moopy. I have it here. Yes,sir. This just came in. 

Mr. Brooks. This list of 20 people you say is for those who were 
given information on the proposed bid. Was that on the first sale? 

Mr. Moony. Yes, sir. 

Mr. Brooxs. Not on the second sale, which you apparently are 
attempting to conclude? 

Mr. Moopy. That is correct. 

Mr. Brocks. I am very interested in thisad. I think the newspapers 
like all advertising, and [I would like to see how much they got out of 
this particular $4,607,000 sale. 

Mr. Moopy. I have here the list. I counted them yesterday when 
they came in. I believe it is 21 names who were circularized to bid on 
this plant by Mr. Klein. 

Mr. Brooks. That is interesting. This, Mr. Moody, is the list of 
people who had an opportunity to know of this sale, these 21 people, on 
the sale that was opened on March 5. That. is not the second sale or 
the second letting which was concluded. 

Hlow many people were notified on the second letting, when they 
were getting down and it became obvious they were not only getting 
ready to sell but changing the restrictions under which this plant 
would be sold, a vital factor to a purchaser. 

Mr. Moopy. The original three firms who responded to the original 
invitation were the only people with whom we negotiated. 
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Mr. Brooks. Or notified of this change in this restriction under 
which this property was going to be sold; is that right 

Mr. Moopy. That is correct, sir. 

Mr. Brooks. A very vital change, would you not say, as to whether 
you are going to restrict it to the produc tion of alumina or of cement, 
or whether you can do whatever you please with it; make both or 
refine uranium or use it for beet sugar cere or wh: at-h: ave you? 

Mr. Moopy. The original invitation required 5 years’ use in place 
without any restriction on what the use might be. The second request 
for bids from the three people who responded to the first invitation was 
in the alternative. It had two bases for bidding. One: Without any 
restriction at all on the use of the property. And ‘ihe second one: 
Requiring a test period of alumina production with further production 
of alumina to be contingent upon what the result of the test period 
showed. The result to have an effect on how much was to be paid. 

Mr. Brooks. Where is the acl you were Pong to locate for us that 
was in the Wall Street Journal one day ? 

Mr. Moopy. You will have to bear with me, Mr. Brooks. IT will find 
it later, or find it now, whichever oe say. but this is a thick file. 

Mr. Brooks. We asked you about this. This is not a surpri e. You 
knew we were interested in seeing the advertising that appeared. 

Mr. Moopy. I knew you were interested. [ actually did not know 
you were interested in seeing the advertisement. Perh Ups L misunder 
stood. 

Mr. Brooks. That is the best way to understand it. 

Mr. Youncer. Mr. Chairman, could we save some time by having 
him bring that in this afternoon or at a later time ? 

Mr. Brooks. If it is not in this file. IT thoueht he had brought it 
with him. 

Mr. Moopy. | have all the files ] have here. 

Mr. Youncer. You might look at them some time during the noon 
hour. 

Mr. Moony. It is quite a few pages. 

Mr. Brooks. We can go on, then. LT think the subcommittee would 
be interested in seeing exactly what appeared, and how many times. 
It is my Impression that there was about a l-inch ad inserted one time 
in the Wall Street Journal advertising this plant. 

Mr. ela I believe that is correct sir. In the March 17 issue. 

Mr. Brooks. A 1-inch ad does not afford much op portunity to ex- 
plain ti potential capacity and use of a plant of this nature. T think 
it. is quite obvious it would be very limited. 

If you will go on, then, we will proceed with this. 

Mr. Moovy. May I confer with Mr. Elliott ? 

Mr. Brooks. Certainly. 

(Whispered conversation bet ween Mr. Moody and Mr. Elliott. ) 

Mr. Moopy. Mr. Chairman, the General Accounting Office repre 
sentative here has just handed me, through Mr. Elliott, a statement 
that quotes the ad, if you would like it that way, rather than seeing 
theexactad. Tecan read it right into the record. 

Mr. Brooks. Surely. 

Mr. Moopy. The followi ing paid advertisement appeared in the first 
column of page 14, Wall Street Journal, Mareh 17: 


GSA, Region 8, Building 41, Denver Federal Center, Denver, Colo.. March 8. 
1954. Sealed proposals will be received at this office until 2 o'clock p. m.. moun 
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tain standard time, on the 12th day of April, 1954, for the sale of the alumina 


plant, Laramie, Wyo. Disposal will be made on negotiated sale basis. The 
property for sale consists of land, mining claims, buildings, machinery, and 


equipment in its entirety for continual operation as a manufacturing plant. For 
invitations to bid setting forth the specifications of sale write to this office, 
Attention Otto G. Klein, Regional Diretcor. 

That is the end of the quote. That is apparently the ad that ap- 
peared. 

Mr. Brooks. That was apparently the 1-inch ad you are famliar 
with, and the only ad you know of that appeared in conjunction with 
this sale? 

Mr. Moopy. I know of no other paid ad, The Regional Director 
has told us this is the only paid ad in addition to what publicity re- 
sulted from this news release. 

Mr. Brooks. All right. Would you proceed, sir? 

Mr. Moopy. The invitation required the successful bidder to use the 
plant and equipment in its present location for carrying on a manu- 
facturing operation for a period of not less than 5 years “after date of 
conveyance by the United States. Three bids were received as fol- 
lows: 

The Ideal Cement Co. offered to operate the plant for further 
alumina production experimentation at cost plus $1 per year, or alter- 
natively, to purchase the plant, without restriction on use or removal 
of eae for $1,050,000 cash. 

. The Monolith Portland Midwest Co. offered $600,000 for the 
pla incor, payable $100,000 down and the balance in 5 years with interest 
at 4 percent, with Monolith to operate the plant for a reasonable test 
in — tion of alumina. 

The Harvey Machine Co. offered $3 million for the facility, with 
no i payment and no interest on the deferred purchase price, but 
with payments to be made at the rate of $8 per ton of alumina pro- 
duced. 

Because none of the bids were responsive to the invitation and be- 
causo none enabled accomplishment either of the recommendations 
of ODM or the objectives of 5. J. Res. 120 all three bidders were ad- 
vised, on May 19th, of the rejection of all bids and asked to enter into 
negotiations for purchase. 

Negoti: ations were conducted with each of the bidders, separately, 
between M: iy 19 and June 2 during which time each bidder’s bid was 
_ ussed with him extensively and the objectives, both of ODM and 

._ J. Res. 120, as well as the local interest in continuing employment 
were thoroughly explained. 

On the basis of those negotiation discussions, each bidder, by letter 
of June 2, was asked to submit a new purchase offer either ( t) without 
restriction on use of the plant, or (2) with the purchaser agreeing to 
a formula for further experiment: al alumina production for 1 year, 
with the Government having the conditional right, depe ndent upon 
the results of the year’s experimental production, to require alumina 
production for an additional 9 years. Bids received pursuant to this 
request were opened in W ashington June 21, 1954. 

Mr. Brooxs. What were the amounts of the bids in this instance, 
Mr. Moody ? 

Mr. Moopy. The new bids were substantially the same as the prior 
bids. ‘They were simply reiterations of the prior bids. 
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Mr. Brooxs. Ideal bid $1,050,000, and Monolith bid $600,000 # 

Mr. Moopy. Ideal bid $1,050,000, and Monolith $600,000, 

Mr. Brooks. Or did they increase theirs, in that instance ? 

Mr. Moopy. My recollection at this point is that it was just a reitera- 
tion of the prior bid. 

Mr. Brooks. Will you proceed, please? 

Mr. Moopy. These new bids received from each of the bidders 
Ideal Cement Co., Monolith Portland Midwest Co., and Harvey Ma- 
chine Co.—were, in practical effect, simply reiterations of their prior 
bids. 

A reappraisal of the property in June, 1954, by GSA valued the 
real property «nd equipment as follows: 

For producing alumina—no sales value. 

For salvage—$1,050,000. 

For conversion to Portland cement production—#1,800,000, 

Mr. Brooks. I wonder at this point, sir, how it is that this June 
evaluation by the GSA had a salvage value of $1,050,000, which was 
identical to the salvage value bid by Ideal in their bid mentioned on 
the preceding page. 

Mr. Moopy. The appraisal report, as I recollect it, shows that the 
appraiser took into consideration the fact that we had a bid for this 
much money. What effect it had I really do not know. ‘The appraiser 
who made this report is here at your staff’s request, and I am sure will 
be able to explain. 

Mr. Brooks. Is that the first appraisal made by the GSA ¢ 

Mr. Moopy. Yes, sir. 

Mr. Brooks. That was made in June of 195474 

Mr. Moopy. June of 1954. 

Mr. Brooxs. You had let your first official bid on March 5, 19544 

Mr. Moopy. Yes, sir. 

Mr. Brooks. Two months prior to that? 

Mr. Moopy. That is correct, sir. 

Mr. Brooks. After you had let the bids and had received some bids 
you then began to make an appraisal to see what you were selling? 

Mr. Moopy. We had in the files—I do not believe I am qualified to 
explain it, but I believe this appraiser is. 

Mr. Youncer. Mr. Chairman, this statement says that this is a 
reappraisal, 

Mr. Brooks. I had asked him if the GSA had made a previous 
appraisal. He said to his knowledge they had not. 

Mr. Moopy. There is an evaluation report in our file prepared some 
time previous to this. I do not believe GSA requested it. I am not 
sure who did. 

Perhaps I should modify it to this extent, because it might develop 
that we did; I just do not know. We have an evaluation or engineer- 

ing study of some kind which puts a value on the plant. It is a little 
bit old at this point, so we had it reappraised. 

Mr. Brooks. At this point the GSA did not make any particular 
attempt to sell this plant at its highest and best use, that of making 
cement, when it was valued as a cement plant at $1.8 million. Would 
you clarify that? It seems confusing to me. Why would they not 
sell it for what would be its best use, making cement ? 

Mr. Moopy. We would have been glad to sell this plant to anybody 
who would make cement in it and pay us what the plant was worth 
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for that purpose. The first invitation had no restriction on its use. I 
believe production of cement probably would have been the highest 
and best use, but we did not attempt to discourage any kind of use 
or encourage any kind of use in the plant in the first invitation. It 
was simply a 5-year in-place requirement. 

Mr. Brooks. Would you proceed, please, sir? 

Mr. Moony. Yes, sir. 

On June 23, 1954, a meeting was held with officials of ODM at which 
the latest bids were reviewed and the prospects for disposal of the 
plant for further alumina experimentation at no cost to the Govern- 
ment were discussed. It was agreed that the disposal efforts of GSA 
had conclusively demonstrated “that the earlier suggestion of ODM 
that the plant be operated for 1 year by a commercial operator to 
continue the experimental production of alumina at no cost to the 
Government was impossible of accomplishment and that insofar as 
ODM was concerned, no further consideration need be given the ODM 
recommendation in the disposal effort. 

On July 20, 1954, after receipt of adverse recommendations on 
S. J. Res. 120 from the Bureau of the Budget, ODM, RFC, Interior, 
and GSA and a report by its subcommittee ‘appointed to consider the 
matter further and hold hearings if necessary that, in its view, the 
disposal could be better worked out administr atively, the Senate Com- 
mittee on Government Operations postponed action on the resolution 
indefinitely. 

July 27, 1954, the Monolith Portland Midwest Co. m: ade a new offer 
to purchase the property for $1,110,000 free and clear of any and all 
restrictions or conditions regarding its use, payable $110,000 down, 
the balance in 10 equal annual installments, with 4-percent interest 
on the deferred balance. 

All bids received and opened on June 21 as well as the supplemental 
Monolith bid of July 27 were held under active consideration by GSA 
until early Septem iber, during which time there was extensive discus- 
sion between officials of all the agencies concerned with the disposal 
as well as between GSA and members of the congressional delegation 
from Wvoming and representation from the Wyoming Natural Re- 
sources Board and the Laramie, Wyo., Chamber of Commerce. These 
discussions included careful consideration of all aspects of the various 
problems involved, such as the local interest in employment and obli- 
gation to realize the highest dollar return in the sale and the possible 
uses of the plant. 

Further discussion also was had with the then high bidder, Mono- 
lith, in an effort to obtain terms more favorable to the Government 
as regards both purchase price and continued operation of the plant. 
At this point GSA was of the opinion that the property had a fair- 
market value of $1.800,000 if used for the manufacture of cement. 
Also, GSA was of the opinion that Monolith proposed to utilize the 
plant for the manufacture of cement either immediately upon eequi- 
sition or beginning on a date thereafter within Monolith’s exclusive 
control. In view thereof, it was the position of GSA that a sale to 
Monolith for the amonnt bid, $1,110.000, with no restriction on its use 
for the preduction of cement. would have resulted in a “windfall” 
to Monolith of nearly $700.000. Accordingly. these further discus- 
sions were had with Monolith in an effort to secure their agreement 
to pay a higher price for the property and restrict its use to purposes 
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more nearly commensurate with the value they were willing to pa) 
and, at the same time, accomplish the local purposes of continued 
local employment and development of natural resources. ‘These dis- 
cussions culminated in Monolith’s submission of a memorandum dated 
September 4, 1954, analyzing the company’s position and plans for a 
“test run” of alumina production and concluding that it could not 
add, in connection with its $1,110,000 offer, any obligations regarding 
its operating projection for utilizing the plant. 

Mr. Brcoxs. Mr. Moody, I wonder what the advantage to this com- 
mittee is of going into this particular matter of an alleged windfall 
to one of the bidders, who would buy the plant at $1,110,000, where 
you alleged there would be a $700,000 windfall? In other words, it 
seems obvious that GSA realizes it is worth much more as a cement 
plant, but vou did not make that same observation concerning the 
salvage bid put in by one of the other people. When they bid 
$1.050.000 for the thing in the first bids without restriction for use 
or removal. there is absolutely no reason why they could not have 
used it at that figure as a cement plant purely and simply, yet you 
do not point that out. T wonder why you are trying, in my opinion, 
to prejudice this committee against Monolith’s activities. 

Mr. Moopy. I assure you, sir, there was no intention in the part I 
plaved in drafting up this report to prejudice the opinion of the com- 
‘nittee at all. We would have precluded in any conveyance of this 
property to Ideal in response to their $1,050,000 hbid—we would have 
precluded its use for any other purpose than removal. At the point 
this decision was made that we were talking about here, that was the 
high bid. 

Mr. Brooks. That is all that they would give you at that time? 

Mr. Moopy. That is right. 

Mr. Brooxs. Ideal would not offer any more than $1,050,000 at 
that time? 

Mr. Moony. That is correct. sir. I mean, at the time you asked 
about this statement about the $700.000 windfall. I think we thought 
the committee would be interested in our rationalization as to the 
acceptability or nonacceptability of what was then the high bid. 

Mr. Brooks. It seems obvious, then, that there is some value as a 
cement plant. Yet I think this points up again and aeain the GSA 
refusal to plug this sale as a cement plant, when everybody seems to 
agree—rather, vou reiterate the position that it is worth $600,000 
more than your last highest offer as a cement plant. It just seems 
that if I owned it—and this committee does in effect represent the 
owners—I would want to sell it as a cement plant and would adver- 
tise it as such and tell everybody in an ad. not just 1 inch. It is just 
inconceivable to me you would sell $4 million worth of property at 
a lower use for less money. 

Mr. Moopy. Mr. Brooks, we thought we had done pretty well in 
covering the potential interest in this plant. I cannot speak from 
personal knowledge at this point, because T was not actively in this 
case at the regional level. 

Mr. Brooks. But you concluded this case. 

Mr. Moopvy. That is correct, sir. 

Mr. Brooks. You have been over the files: have vou not? 

Mr. Moony. Yes, sir. T can tell you what T think from the files. 
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Mr. Brooks. You are familiar with the details? 

Mr. Moony. Yes, sir. 

Mr. Brooxs. And were when you went out and signed that contract 
to dispose of this property ¢ 

Mr. Moopy. That is correct, sir. I did want to bring out in re- 
sponse to your question that this list lists several cement companies 
who were specifically solicited on this original advertising. 

Mr. Brooxs. Would you proceed, please? 

Mr. Youncerr. May I see that list ? 

Mr. Moopy. Yes, sir | handing list to Mr. Younger]. 

Mr. Moss. Mr. Chairman? 

Mr. Brooks. Yes, sir. 

Mr. Moss. They were not. specifically solicited on the resubmis- 
sion 

Mr. Brooks. Resubmission or reopening. 

Mr. Moss. Or modification of the original conditions? 

Mr. Moopy. No, sir; they were not. 

Mr. Brooxs. That is true. There were three people, I think he 
testified previously, who were notified of that change and considered 
it in making a supplemental bid; they being Ideal, Monolith, and 
Harvey. 

Mr. Moopy. That is right, sir. 

Mr. Brooxs. Would you proceed, sir 

Mr. Moopy. This position of Monolith was clearly and unequivo- 
cally reaflirmed by Mr. Coy Burnett, president of that company, at a 
meeting on September 8, 1954, between Mr. Burnett, representatives of 
GSA, representatives of the Wyoming Natural Resources Board, 
members of the congressional delegation from Wyoming, and others. 
At this meeting, extensive discussion and negotiation was had in an 
effort to improve from the Government’s standpoint the terms of the 
proposed agreement to achieve: (1) increased purchase price; or (2) 
express obligation on the part of Monolith to conduct further experi- 
mental production of alumina in the plant either for a definite term or 
as measured by expenditure for an agreed dollar amount; and (3) ex- 
press agreement on the part of Monolith to permit observation by the 
Bureau of Mines, Department of the Interior, of experimental pro- 
duction of alumina and access to technical data. Mr. Burnett ex- 
pressly and unequivocally refused to pay more than the $1,100,000 pre- 
viously offered or to bind Monolith by written agreement to the other 
conditions enumerated at (2) and (3) above. Mr. Burnett did 
state, however, that Monolith did intend to conduct further experi- 
mental production and that Bureau of Mines personnel would be per- 
mitted to observe the production operations. Mr. Burnett advised 
that the only enforceable restriction on use of the plant that Monolith 
would agree to was a provision to be included in the mortgage per- 
cluding impairment of security. 

In effect, Mr. Burnett gave the Government an ultimatum at this 
meeting stating, essentially, that his then pending proposal was the 
best and only proposal he was willing to make and if the Government 
did not see its way clear to accept that proposal, then the Government 
could endeavor to dispose of the property to others. 

Mr. Brooks. At this point in the record, what others did you at- 
tempt to dispose of it to? 
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Mr. Moopvy. The only other two companies that. we had dealt with 
in this at all, Mr. Brooks, were Ideal and Harvey. 

Mr. Brooks. You did not readvertise it at that point? 

Mr. Moony. We did not, sir. 

Mr. Brooks. You did not renotify the man who thought he was 
the high bidder that you were rejecting his bid at that particular 
point ? 

Mr. Moopy. At that particular point, no. We had not made a 
decision to reject his bid at that particular point. 

Mr. Brooks. And he thought he was the high bidder at that time? 

Mr. Moopy. He was the high bidder at that particular time. 

Mr. Brooks. He was the high bidder? 

Mr. Moopy. Yes, sir. 

Mr. Brooxs. Would you proceed. 

Mr. Moony. Although the Monolith proposal was far less advan- 
tageous than that sought by either the local or National Government 
representatives it was, nevertheless, the best proposal for the purchase 
of the property that had been produced after prolonged sales efforts. 

Accordingly, the meeting of September 8, 1954, adjourned upon an 
understanding that GSA representatives would consult with Bureau 
of Mines-representatives to ascertain whether Bureau of Mines felt, 
upon the basis of their prior dealings with Monolith, that Monolith’s 
oral representations as to its further experimental operation and 
observation thereof by Bureau of Mines could be relied upon. The 
general understanding at the close of the meeting was, further, that 
if Bureau of Mines’ answer was in the affirmative, GSA would look 
favorably upon the Monolith proposal to buy. 

Informa] discussion between GSA and Bureau of Mines personnel 
on September 14, 1954, indicated generally favorable reaction to the 
Monokth proposal, expressly conditioned upon receipt of written GSA 
request for expression of Bureau of Mines’ views and formal clearance 
of such views throughout the Bureau and Department. 

Mr. Brooxs. At that point, it was the feeling in the GSA that 
Monolith was the high and successful bidder ? 

Mr. Moopy. I do not think I would quite go that far. When we 
concluded the meeting that I am talking about we felt that this was 
about the best proposition we were going to come up with. We did 
not. like it too well because it did not get us as much as we thought 
the plant was worth and it did not. assure continued production of the 
plant. But we figured that that-was just about as far as we were going 
to be able to take it. 

Mr. Brooxs. You could not sell it until you had an expression of 
the Bureau of Mines’ views and formal clearance of such views 
throughout the Bureau and the Department ? 

Mr. Moopy. That was the understanding. Mr. Burnett said: 


I will let you look at the plant, and I am going to continue for a period some 
experimental production. 


Mr. Brooks. Yes. 
Mr. Moopy. He would not say what. He said: 


I am sure that the Bureau of Mines will confirm that I can be relied upon 
for what I say. 


We said: 
All right. We will verify with the Bureau of Mines. 
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Mr. Brooks. That was September 14 ¢ 

Mr. Moopy. September 8, sir. Discussions were had with the 
Bureau of Mines. I called the representative of the Bureau of Mines 
with whom I had been talking and questioned him in this regard. 

Mr. Brooks. Would you proceed, sir. 

Mr. Moopy. Since, as related above 

Mr. Brooks. No; I meant to go ahead with that discussion of that 
verification of Monolith’s oral statement that they would continue 
to produce alumina and would make available their processes and 
inspections of the plant and so on to the Bureau of Mines. What did 
the Bureau of Mines say about it? What were the results ¢ 

Mr. Moopy. I called Mr. Delwin Blue, who was the contact I had 
heen dealing with in the Bureau of Mines. I outlined to him the con- 
clusions of the meeting. Tle told me that in his view he thought they 
probably could be relied on to make some experimental production and 
to permit access to the technical data, but he reminded me that he 
just worked there and was well down the line, as I was, and it had to 
be confirmed. He was in no position to give assurance. He wanted 
a formal request, and I wanted to give him a formal request. 

Mr. Brooks. Would you proceed, sir? 

Mr. Moovy. Yes, sir. Since, as related above, it appeared that 
Monolith’s offer was the best obtainable from that company and in 
accordance with understanding announced at the June 21 bid opening, 
GSA informally advised Ideal Cement Co., on September 14, 1954, 
that it proposed to reject the Ideal bid and dispose of the plant to 
Monolith. 

On September 15, 1954, Ideal Cement Co. advised by wire that they 
would have a supplemental bid in GSA hands not later than Septem- 
ber 20 and requested that final disposal action be deferred pending 
consideration thereof. 

Mir. Brooks. Pardon me, Mr. Moody. 

Mr. Moopy. Yes, sir. 

Mr. Brooks. T neglected to ask you: You notified Ideal September 
14 you proposed to reject their bid and sell the plant to Monolith. 
On September 14 you notified them. How did you notify them ? 

Mr. Moopy. My recollection, as verified by a check of the files in 
the meantime, is that 2 call was made by our office in Washington to 
our regional office in Denver. 

Mr. Brooks. A long-distance call ? 

Mr. Moony. A long-distance call. 

Mr. Brooks. Yes? 

Mr. Moopy. They were notified that we were about to reject these 
other bids and conclude a sale to Monolith. The next day I believe 
is the sequence- 

Mr. Brooxs. Pardon me. At the same time did you make a rong 
distance call to the Denver regional office and ask them to convey that 
same information to Monolith, that you were going to reject their bid? 

Mr. Moopy. It was not their bid we were going to reject. We were 
thinking about accepting their bid. 

Mr. Brooks. Did you tell them you were planning to accept their 
bid and reject fhe bid of Ideal ; they , of course, being equally interested 
in the matter ? 

Mr. Moopy. I am sorry, sir; I did not follow the question. 
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Mr. Brooks. The question is: When you called the Denver office, 
Mr. Klein in your office, long distance and told him you were consider- 
ing rejecting Ideal’s bid and accepting Monolith’s bid for this plant, 
did you on that same date tell Mr. Klein to please notify the Mono 
lith people you were planning to accept their bid and reject the Ideal 
bid # 

Mr. Moopvy. No; we did not, sir. This was all as a result of a 
meeting in the Washington office that the president of Monolith at- 
tended. This was all as a result of meeting in Senator Barrett's office. 

Mr. Brooks. It was in the Senator’s office, and they agreed to con- 
clude the matter ? 

Mr. Moopy. It was not an unequivocal agreement to conclude the 
matter, but we felt we were close enough to it at that point that we 
would have to let the unsuccessful bidders know, as we had agreed 
to do at the time of the bid opening. 

Mr. Brooks. That is the — that the man said he would not give 
them any more money for it; when he was high bidder and thought 
he had bought a plant ? 

Mr. Moopy. I do not know what he thought. 

Mr. Brooks. He was apparently high bidder? 

Mr. Moopy. He wasthe high bidder at that time. 

Mr. Brooks. And you asked him for more money and he said no, he 
would not giveit. Is that essentially it? 

Mr. Moopy. I think I must explain, Mr. Brooks 

Mr. Brooks. Gentlemen, pardon me one moment. 

Mr. Mansure has a 12:30 appointment. I do not want to unduly 
inconvenience him. I thought we would conclude with this matter 
here by noon, if we can, and then take up the appraisal, and then go 
into something else. I had Mr. Mansure scheduled for immediately 
after that. 

I think we could take Mr. Peyton and Mr. Mansure maybe late this 
afternoon, if you could come back after your luncheon engagement. 
Would that be feasible? 

Mr. Mansure. About what time, Mr. Chairman ? 

Mr. Brooks. We intend to conclude this, and then wanted to have 
some testimony by Mr. Peyton. I think it would take most of the 
afternoon to go through that file and all the details. Some of those 
cuestions would pertain to you. You might want to hear them. 
Otherwise we could hear your testimony tomorrow morning. 

Mr. Mansvre. Tomorrow morning would be impossible. From 
3:30 would be all right, but I doubt if I could make it much be 
fore 5:50. 

Mr. Brooks. That would be fine. You understand, this depends 
upon having a rolleall vote in the House. We have permission to hold 
hearings and will hold them this afternoon if it is the will of the sub 
committee, but in the event of a rolleall we would go back. At 3:30 
this afternoon would be fine, or is it tomorrow afternoon ? 

Mr. Mansure. No; this afternoon. 

Mr. Brooks. Allright. We will hear you at that time, sir. 

Would you proceed, Mr. Moody ? 

Mr. Moopy. Had I answered your question, sir? Would you like 
for me to proceed with this? 

Mr. Brooks. Yes, sir. 
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( Discussion off the record. ) 

Mr. Moony. I was going to explain my understanding of what the 
status of our conclusions was. I think it was quite apparent to 
Monolith that we were not happy, as the representatives of the Gov- 
ernment, with the proposition, but that we had just about made up 
our minds that it was the best we could hope to come up with. Assum- 
ing a concurrence on the part of the Bureau of Mines with the under- 
taking—oral undertaking of Monolith, I believe I felt that we had 
reached the point where we would recommend this disposal to the 
Administrator. That is as far as I personally am concerned. 

Mr. Brooks. You as representative there of the Administrator felt 
that the deal was about concluded and it was the best one you could 
get and you were willing to sell it to them subject to a written approval 
by the Bureau of Mines? 

Mr. Moopy. I believe that is a fair analysis of it. Bear in mind, 
[ was not the only representative of the GSA there. My boss was 
there, Mr. Elliott, at that same meeting. We had only a recom- 
inending responsibility, not. a final one, and I think everybody there 
understood that. 

Mr. Brooxs. You think they all understood that ? 

Mr. Moopy. I think they all understood. 

Mr. Brooks. Good. Would’you proceed with the statement, please? 

Mr. Moopy. On September 16, 1954, Ideal presented a completely 
new proposal for purchase of the plant for the sum of $1,200,000, 
payable 20 percent down, and the balance in 40 equal quarter-annual 
installments together with 5 percent interest on the unpaid balance 
and subject to the following conditions to be complied with by Ideal: 

(a2) The plant not to be used in the manufacture of cement, but 
rather in the manufacturer of lightweight aggregates which would 
result in the establishment of a wholly new industry in the State of 
Wyoming, and permit utilization of a good part of machinery at the 
Laramie plant with but slight modifications. 

(6) The plant to remain in place for 10 years, with none of the 
machinery needed in the manufacture of alumina to be removed there- 
from during said period. 

(c) Should the Government, during said 10-year period, decide to 
conduct further experimentation in the production of alumina, Ideal 
to put its research staff and central-laboratory facilities at the Gov- 
ernment’s disposal at actual cost plus $1 per year for such time as 
the Government may desire; and to continue production of alumina on 
a negotiated basis if the Government decides continued production. 

(¢d) Should the Government desire at any time during said 10-year 
period to resume experimental work for the production of alumina, 
Ideal to restore the equipment that is presently on the site to its 
present condition (ordinary wear and tear excepted). 

On September 24, 1954, the matter of the disposal of the Laramie 
plant was the subject of a meeting held in Cheyenne, Wyo., at the 
request of the Governor and the Wyoming Natural Resources Board. 
The meeting was attended by Governor Rogers of Wyoming, Senators 
Barrett and Crippa, Congressman Harrison, representatives of the 
Wyoming Natural Resources Board, the industrial committee of 
Laramie, Wyo., Chamber of Commerce, General Services Administra- 
tion, the Monolith Portland Midwest Co., and the Ideal Cement Co. 
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At this meeting the terms of the Ideal offer and their operating plans 
for the plant were fully explained by them. The views of all inter- 
ested persons regarding the offer were expressed; GSA announced 
that it considered the Ideal offer to be a favorable one from the 
(jovernment’s view in that it achieved the highest dollar return 
($1,200,000) to the Government: precluded the use of the plant for 
cement production, thus preventing a windfall to the buyer; assured 
the availability of the plant for the experimental production of alu- 
mina tor a period of 10 years from the date of sale; and provided 
for continued local employment and development of natural resources. 
GSA stated further it felt that the history of public advertising and 
prolonged negotiations for the plant clearly demonstrated that no 
useful public purposes would be served in further advertising or 
negotiating for the sale of the property and, accordingly, that it 
proposed to accept the Ideal bid subject to the conditions of the 
offer, subject to receipt of advice from the Attorney General that 
the sale would not tend to create or maintain a situation inconsistent 
with the antitrust laws and subject to a report of the proposed sale 
to the Senate and House Committees on Government Operations. 

At the September 24, 1954, meeting, the industrial committee of 

the Laramie, Wyo., Chamber of Commerce and the Wyoming Natu- 
ral Resources Board joined in a recommendation to the Governor of 
Wyoming and the Wyoming congressional delegation that they urge 
GSA to accept the Ideal bid. The entire congressional delegation and 
the Governor so urged GSA, and GSA thereupon accepted the bid 
subject to the c onditions above stated. 

by letter of September 29, 1954, antitrust advice was requested of 
the Department of Justice. 

By letter of January 11, 1955, the Assistant Attorney General, Anti- 
trust Division, advised that, subject to the conditions of the offer and 
acceptance and subject to the further representations by Ideal that 
it has no intention whatsoever of manufacturing cement at the Lara- 
mie plant; or of operating the lightweight aggregate business in such 
a way as to give it competitive advantage in the cement business; or 
of coordinating the sales of aggregate with those of cement; or of 
promoting any tie-in arrangements of aggregates and cement, the De- 
partment of Justice would not view the proposed sale as tending to 
create or maintain a situation inconsistent with the antitrust laws. 

Therefore, in view of all of the facts as related herein, it is my opin- 
ion that the public interest will be best served by consummating the 
sale of Plancor 1844, E xperiment: al Alumina Production Plant, Lara- 
mie, Wyo., to the Ideal Cement Co. in accordance with the aforemen- 
tioned letter of intent dated September 24, 1954. 

Signed by Fred S. Poorman, Acting Commissioner, Publie Build- 
ings Service; and approved by the Administrator. 

Mr. Brooks. Thank you very much. 

I had one question I should like to ask you, sir: IT wonder, Mr. 
Moody, whom you have discussed this matter with by telephone or 
ene if you have discussed it with any of the people from Mono- 
lith or from Ideal or with any Members of Congress other than mem 
bers of the subcommittee, since you submitted this explanatory state- 


ment March 11, 1955. 
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Mr. Moopy. Of course, it has been discussed internally in GSA. I 
have not talked to Monolith or any of Monolith’s representatives, ac- 
cording to my recollection. The report itself, this report, has been 
made the subject of requests for copies, and to that extent it has been 
discussed with Senator Barrett's office—I am going on recollection; 
I am pulling on my recollection—and Congressman Thomson’s office 
from out there, who called and wanted copies. 

The fact of the hearing has been the subject of discussions similar 
to those outlined by Mr. Elliott, between myself and representatives 
of Ideal Cement Co. 

Mr. Brooxs. Thank you very much. 

Gentlemen, it is 5 minutes to 12. I wonder if we should not adjourn 
until 2 o’clock or 1:30. At that time we could hear Mr. Frank E. 
Weller, the appraiser, I had thought; and then after that Mr. Peyton, 
the Chief of the Surplus Real Property Disposal in GSA. 

Mr. Moss. Two o’clock would be more convenient, Mr. Chairman. 

Mr. Brooks. Would 2 o’clock be better? It would give us a chance 
to go back to our offices and eat lunch, and give the witnesses the same 
opportunity. 

Mr. Youncer. Yes, sir. 

Mr. Brooks. The subcommittee will be in recess until 2 o’clock, 
then. 

(Thereupon, at 11:56 a. m., Thursday, April 14, 1955, a recess was 
taken until 2 p. m. of the same day.) 





AFTERNOON SESSION 


Mr. Brooks. Gentlemen, we can resume the hearing. 

Now, Mr. Moody, I wonder, sir, if you could let me take a look at 
that last list of persons for whom inquiries were answered about the 
proposed sale and the memorandum connected with it. 

Mr. Moopy. Surely. 

Mr. Brooks. Let us take a look at it. Also I understand that you 
now have a copy of that momentous announcement offering the sale 
of that plant. 

Mr. Moopy. Yes. 

Mr. Brooks (continuing). Appearing in that great paper, the Wall 
Street Journal. 

Mr. Moopy. Yes. sir. 

Mr. Brooks. And I think it would be interesting if vou would show 
it to the subcommittee, if you would, and I believe that it would be an 
inch and one-sixteenth that I was, I admit, a little bit shy of the orig- 
inalestimate. I believe that is all, sir. 

Mr. Moopy. Thank you. 

Mr. Brooks. Mr. Weller, would you raise your right hand ? 

Do you swear that the testimony you are about to give to this sub- 
committee will be the truth, the whole truth, and nothing but the 


truth, so help you God ? 
Mr. WELLER. Yes. 
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TESTIMONY OF FRANK H. WELLER, EVALUATION ENGINEER, 
APPRAISERS STAFF, PUBLIC BUILDINGS SERVICE, GENERAL 
SERVICES ADMINISTRATION 


Mr. Brooks. Would you give us, please, sir, your name and your 
position with the GSA ¢ : 

Mr. Wetter. Frank H. Weller, evaluation engineer, appraisers 
staff, Public Buildings Service, General Services Administration. 

Mr. Brooks. And, sir, would you now give the committee an idea 
of how long you have been there on that staff? 

Mr. Weuier. I have been with GSA since 1949, when it was organ- 
ized, and I have been on that particular appraisal assignment since 
January 1955. 

I was in the National Industrial Reserve Division, also making 
industrial appraisals in 1949 until my assignment here. I was making 
industrial and other appraisals for War Assets and RFC from 1946 
until 1949. Does that answer you / 

Mr. Brooks. I think that qualifies you as a man with considerable 
experience in the appraisal of property. 

Now, the first appraisal that the GSA made was made in what month 
and year? 

Mr. Weuxer. The first one | know of was the one I made on June 
25, 1954. 

Mr. Brooks. And you have been with the GSA since 1949; did I 
understand that correctly / 

Mr. Wetter. That is right. 

Mr. Brooks. June 1954? 

Mr. Wetter. That is right. 

Mr. Brooxs. Now, that appraisal provided that for producing 
aluminum it had no sales value? 

Mr. Wetter. That is right—alumina. 

Mr. Brooks. And for salvage it had a value of $1,050,000 % 

Mr. Weiter. That is correct. 

Mr. Brooxs. And for conversion to a Portland cement production 
it had a value of $1,800,000 ? 

Mr. Wetter. That is right. 

Mr. Brooks. Now, I am not being facetious, but at the time you 
made an analysis of the value of this plant for the production of 
alumina you were or I would think you would have been aware of the 
bid that had been made by Monolith? 

Mr. Wetter. Well, yes, sir; I was aware that two bids had been 
made. I was not too familiar with the details of it. 

Mr. Brooks. You knew they had been making alumina in a com- 
mercial process there in a plant adjacent to it; were you aware of that? 

Mr. Wetter. I am not sure I can answer that yes or no. I went 
through their plant at their invitation and they were very courteous 
and they showed me what they were doing and what they were pro- 
ducing, some alumina, but it was my understanding it was a very 
small operation, as a side issue, with a very small crew. 

Mr. Brooxs. And the salvage value is quoted as $1,050,000 which 
seems to be exactly that which was quoted by Ideal ¢ 

Mr. Wetzer. That is right, sir. 
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Mr. Brooks. Where did you derive your figure, your estimate of 
the salvage value ? 

Mr. Wetter. I made a detailed breakdown of it myself and I had 
another member of my staff make it, and I also referred to the one 
that was partly developed in Day and Zimmerman’s appraisal in 
1950; they are engineers in Philadelphia. 

Kach of those appraisals went pretty close to the same figure. 

Then I asked people in the Ideal Cement Co. what they had in 
mind in making that bid and my impression was that they said it was 
for salvage and therefore since all of the computations came to the 
same approximate amount and were for that purpose, I used that 
amount. 

Mr. Brooks. It looked like a nice pleasant figure everybody could 
agree on? 

Mr. Wetter. That is right. 

Mr. Brooks. This plant has never been used to any extent except 
when the Bureau of Mines operated it for a year or two? 

Mr. Wetter. I would not say it was used to very much extent at all, 
sir. It was mostly used for experiment. 

Mr. Brooks. In other words, although the plan was built in, between 
1943 and 1946, it is essentially in mint condition now ? 

Mr. Wetter. I beg your pardon? 

Mr. Brooxs. It was virtually unused and it is in good shape and 
the m: ichinery has not been used, and it has been m: aint ained prop- 
erly, and is in excellent condition ? 

Mr. Weier. That is right. 

Mr. Brooks. It has not suffered the wear and tear of steady op- 
erations for the past 9 years since its completion in 1946; is that 
correct 

Mr. Wetter. That is correct, although that type of operation is in 
itself hard on equipment. 

Mr. Brooxs. Which type of operation—you mean sitting there? 

Mr. Wetter. No, I mean the operation that it was used for, of 
grinding and handling ground ore and so forth. 

Mr. Brooks. That is what the plant was built for, though. 

Mr. Wetirr. That is right. 

Mr. Brooxs. Meaning that little use does have some wear on their 
equipment ? 

Mr. Wetter. Oh, yes. 

Mr. Brooks. Naturally. Well, what about the inventory of sup- 
plies; the inventory of supplies when you made your appraisal of this 
property was how much ? 

Mr. Wetter. $115,677. 

Mr. Brooks. Is that included in the estimate ? 

Mr. Weutier. Yes, sir, it is. It is not included in the $1,800,000, 
no, sir. 

Mr. Brooks. It is not in the probable value of the plant ? 

Mr. Wetter. That is right. 

Mr. Brooxs. Was it included in the salvage value? 

Mr. Wetier. No, sir, it is reported as a separate value to be de- 
termined at the time of transfer, due to the fact that the quantities are 
not stable. 
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Mr. Brooks. That $113,677 was what you would call expendable 
material which consisted of what ? 

Mr. Wetter. Anorthosite; limestone; fuel oil; molasses; fluorspar ; 
soda solution of two types; soda ash; sinter and volclay bentonite. 

Mr. Brooks. Now, I wonder if you could give me some background 
at the time you made this kind of an appraisal, the type of appraisals 
asa general policy in GSA. 

Mr. Wetier. We make them when we are requested to by the dis 
posal or operating agency within GSA. 

Mr. Brooxs. As a normal rule, do they request you to make these 
prior to the offering for sale as a piece of surplus property, or do they 
wait until it is put up for bid, and discuss the pro and con for some 
months between prospective bidders ? 

Mr. Wetter. I am not in position to answer that, sir. 

Mr. Brooks. You mean generally you do not know when. Well, we 
will ask Mr. Peyton that same question, since he is in charge of that. 

Mr. Wetier. All I know is they usually asked at the last minute and 
you have to have an awful hurry to get it out. 

Mr. Brooxs. Always ina hurry to get it out. And you did have the 
benefit of the report made in 1950 by Day and Zimmerman, their re 
port or appraisal—or what was that, a study ¢ 

Mr. Wetter. It was really cost plus depreciation report with some 
opinion as to its value on that basis, for making Portland cement. 

Mr. Brooks. What concerns me is in the explanation, rather the 
intent of the Senate committee that amended this law in 1953, this 
question of the best and highest use to which the facilities could be 
put—to what extent was that considered in your appraisal 

Mr. Wetter. It was the main part of it. 

Mr. Brooks. That was the main part of it. Did you consider any 
possible use of this plant in conjunction with the beet sugar industry / 

Mr, WetuER. No, sir. 

Mr. Brooxs. As experimental use, I mean, for such an installation. 

Mr. Wetter. I discussed it with a few parties. I did not make a 
thorough analysis of it for the reason that it did not appear that the 
equipment and installation was particularly suited for that purpose. 

Mr. Brooks. Did you consider the use of this plant in the processing 
of uranium / 

Mr. Wetter. No. 

Mr. Brooks. You did not consider it ! 

Mr. WELLER. No. 

Mr. Brooks. Have you since learned that there is a possibility that 
such a plant could be used to process uranium ore / 

Mr. Wetter. Well, I understood at that time and I understand now 
that the grinding equipment in there and the washing equipment could 
be used for that purpose, but it did not seem to me that a complete 
operation of that type could be made there without considerable 
alterations. 

Mr. Brooks. Did you consider the use of this plant as a manu 
facturing source of this lightweight aggregate ¢ 

Mr. WetiEr. Yes. 

Mr. Brooks. You did? 

Mr. WELLER. Yes. 

Mr. Brooks. You did not give an appraised value on the plant as 
an aggregate plant, however, did you ¢ 
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Mr. Wetuier. No, but I think I mentioned if it does produce some 
aggregate—a plant as elaborate as this woud never be required to 
make an aggregate. 

Mr. Brooxs. It would not be practical to make aggregate? 

Mr. Weer. Oh, yes, it would be practical; but if you are going 
to set up a plant for that purpose you would not spend anything like 
this money for that. 

Mr. Brooks. Well, isn’t that what they planned as the use this plant 
was to be put to? 

Mr. Wetter. No, not as far as I know. 

Mr. Brooks. You mean you don’t think the people that put in the 
high bid on this planned to make aggregate at this plant? 

Mr. Wetter. I don’t know whether they did or not. What I meant 
to say was that if you were going to make aggregate, you have a very 
much more expensive plant ‘than you need for that purpose, 

Mr. Brooks. But if they were going to make cement, it would be 
ideal, isn’t that right—I better not confuse you—if they were going 
to make cement it would be most appropriate ¢ 

Mr. Wetirr. I think it could be converted to the production of 
cement very easily. 

Mr. Brooxs. Do you know anything about the manufacturing 
process of alumina wherein the residue makes very high-grade 
cement ? 

Mr. Wetuier. Yes. 

Mr. Brooks. Did you consider that as part of the appraisal? 

Mr. Weturr. Yes. That was being done by Monolith next door. 

Mr. Brooxs. They were making alumina and the residue from the 
production of alumina was converted into very high-grade Portland 
cement ? 

Mr. Wetter. That is what they told me. 

Mr. Brooxs. In other words, the production of alumina was a dual 
process, if you made alumina you also went into the cement. business. 

Mr. Wetter. That is right. 

Mr. Brooks. Now, on page 17 of this 1954 appraisal—I think you 
have it there—would you explain the estimate of the value of similar 
sales so that we could get some idea of your comparison, of your ideas 
of this and other sales? 

Mr. Wetter. You mean, sir, in money figures that are on there? 

Mr. Brooks. Yes, sir; or possibly percentage, if you have the 
figures. 

Mr. Wetirr. Well, no, I don’t have the percentage figures, but if T 
understand what you mean, the figures presented on page 17 were 
developed in this manner: 

That in 1947, between 1947 and 1954, there was an enormous rise 
in construction costs; also a general inflation in the purchasing 
power—or deflation of the purchasing power of the dollar, so that 
this actual price received from the Ancor Co., for instance, multiplied 
by the factors that I have just described, w ould have made the price 
to be asked in 1954 the figures on the right-hand column, that is, 
$660,815 would have been the equivalent of $1537 000, 

Mr. Brooks. Now, the value of this plant which cost $4,607,000 when 
it was completed in 1946 would have been worth, new, to rebuild it, 
approximately what, in 1954 on the basis of these increases of cost 
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Mr. Wetuer. $7,434,000. 

Mr. Brooks. That would be the comparable new cost of such an in- 
stallation in 1954? 

Mr. Wetter. That is right, with the elimination of some items 
which experience indicated could be permitted. 

Mr. Brooks. All right. Now, I wonder if you would explain to me 
why in 1950—rather, toclar ify it—in 1950 when the estimate was made 
by Day and Zimmerman the conversion to cement production value 
was not substantially different from that that was ascertained in 1954. 

Mr. Wetirr. Well, the inflation between 1950 and 1954 was ap- 
proximately equal to the depreciation during that shutdown period. 

Mr. Brooxs. During which there was no loss in the value of the 
plant? 

Mr. Wetter. No, sir. 

Mr. Brooks. And inflation made it worth more, so it is still worth 
$1,800,000 as a cement-producing plant in 1954? 

Mr. Wetter. Well, that would be my idea, although I only made 
the 1954 appraisal. 

Mr. Brooks. Yes, sir. 

Mr. We tier. But that would be my judgment of the reason why 
the Day and Zimmerman appraisal was so near my own. 

Mr. Brooks. To what extent, if any, was this 1954 appraisal made 
in cooperation with the Ideal executives? 

Mr. Wetter. None. 

Mr. Brooxs. None whatsoever, other than your consideration of 
their cash offer for the scrap value? 

Mr. Wetter. That is right. I had conversation with members of 
both of those cement concerns who were interested, but my conversa- 
tions had nothing to do with the proposal, further than to ask them— 
I had been told voluntarily by somebody there that their $1,050,000 
was for the purpose of salvaging the property and I asked them if 
that was true, and they gave me the impression that it was. 

I also talked to some of their people about operation of a cement 
plant, and they very kindly gave me the opportunity of going com- 
pletely over their plant in the upper part of Colorado, and the oper- 
ators there gave me all the explanations that I asked, so I became 

familiar with it. 

Mr. Brooks. Did the study in 1950 indicate—was that the study 
that reflected some use, or, rather, some potential use, of such a cement 
plant in the Laramie, Wyo., area to the extent of maybe 

Mr. Wetter. Nine hundred thousand barrels. 

Mr. Brooxs. Nine hundred thousand barrels. Was that the prob- 
able foreseeable need in that area for cement production—is that in 
the Day and Zimmerman study ? 

Mr. Wetter. They made some study, I am not sure. I made some 
investigation in 1954. 

Mr. Brooxs. What was vour statement in 1954—I don’t recall? 

Mr. Wetter. My statement in 1954 was that the plant could prob- 
ably produce 900,000 barrels a year and that the market there could 
have taken it. 

Mr. Brooks. It could produce. 

Now, there was some detail about the reproduction cost per barrel 
of annual productive capacity that you laid out in your report; is that 
right ? 
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Mr. Wetter. Yes, sir. 

Mr. Brooks. Which I do not think affects the total value; it is just 
a breakdown. 

Have you discussed this matter by telephone or otherwise—you have 
already given the extent with Ideal—with the Monolith people or 
anybody else 

Mr. Wetter. I did on that trip; 1 went to their plant next door. 
Their managers and operators were very courteous and showed me 
over their plant and gave me all the information I asked for. 

Mr. Brooks. Well, thank you very much. [appreciate your taking 
the time to come down; and if we could now call Mr. Peyton—— 

Mr. Youncer. Could we ask any questions / 

Mr. Brooks. Yes, sir. 

Mr. YounGer. Well, on the three methods of arriving at value, the 


cost of reproduction and your comparative sales and your capitalized. 


method, the only question asked was on the cost of reproduction. 

In your opinion, does the cost of reproduction have any particular 
merit in an appraisal of this kind ? 

Mr. Wetter. Yes,sir. It is not a determining factor. It generally 
means that that is a—that the cost of reproduction less comparable 
depreciation is the upper value—that is the way it is usually consid- 
ered by me. 

Mr. Youncer. Well, that would be the top value? 

Mr. Wetter. Top value. 

Mr. Youneer. But would it be as important a factor in the determi- 
nation of value as the capitalized value or its earning capacity 4 

Mr. Wetter. I consider the most important consideration here is 
earning capacity. 

Mr. Youncer. So that when you talk about your $7 million of repro- 
duction of a plant that cannot earn you cannot very well justify or 
use that figure as an important measure in determining your final 
value ? 

Mr. Wetter. I do not think it was the controlling factor; no. 

Mr. Youncer. O. K. 

Mr. Brooks. Mr. Peyton, will you please raise your right hand. 

Do you swear that the testimony you are about to give the subeom- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Peyton. I do. 





TESTIMONY OF T. L. PEYTON, CHIEF, SURPLUS BRANCH OF THE 
REAL ESTATE DIVISION, GENERAL SERVICES ADMINISTRATION 


Mr. Brooks. Will you give your name and position for the record ¢ 

Mr. Peyron. My name is T. L. Peyton, Chief of the Surplus Branch 
of the Real Estate Division of the General Services Administration. 

Mr. Brooks. How long have you been in the General Services 
Administration ? 

Mr. Peyron. I have been with General Services Administration 
since July 1, 1949. 

Mr. Brooks. Virtually since it was organized ? 

Mr. Peyton. Yes, sir. 

Mr. Brooks. And prior to that time your connections were what? 
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Mr. Pryron. I have been in the Government service for 24 continu- 
ous years, most of that time engaged in the real-estate and mortgage 
fields. 

Mr. Brooks. I wondered if you would as briefly as possible give me 
the details of negotiating sales of industrial plants in excess of $100,000 
since July 1, 1952. I think that there are four. If you would lay out 
essenti: ally the fa. ts on them, it would be a good basis for comparison 
for this subeommittee’s consideration. 

Mr. Peyton. The only four negotiated industrial sales we have had 
since that time have been the sale of the grain-alcohol plant at Musca- 
tine, lowa, to the Grain Processing Corp. at Muscatine, that was sub 
mitted to the Senate and House Committees on Government Opera- 
tions for their consideration February 3, 1953. The appraised value 
was at that time $775,000. The sales price was $665,000. The Grain 
Processing Corp. was the lessee in possession. The negotiations were 
direct without advertising. 

The next negotiated sale was the Columbia Metals plant at Salem, 
Oreg.—which was sold to the Harvey Machine Co. on February 6, 
1953. The appraised value was $360,000. The sales price was 

S525, OOO, 

The third—— 

Mr. Brooks. Pardon me. They were former tenants; is that right ? 

Mr. Pryron. No, sir. In this case it was a negotiated sale after 
advertising. 

Mr. Brooks. Yes, sit 

Mr. Pryvron. No. 3, Lake Charles, La.: a sale of the transmission 
line and substation to the Gulf States Utilities Corp. and the Cities 
Service Refining Corp., respectively. The sales were made Novem- 
ber 5, 1953. The acquisition cost was $163,000; appraised value, 
$141,000. The sales price was $141,000. 

The fourth—— 

Mr. Brooks. Pardon me. Those were former tenants and former 
users ¢ 

Mr. Peyton. Yes, sir. They were tenants in possession, lessees in 
possession. 

Mr. Brooks. And also advertised / 

Mr. Preyron. No, sir: it was not. That was a directed negotia- 
tion, sir. 

The fourth was the Lehigh Foundries at Easton, Pa., to the Lehigh 
Foundry Corp., lessees in possession. The sale was made December 
Ss, 1954. The appraised value was $445,000. The sales price was 
$430,000. 

Mr. Brooks. There was no advertising on that / 

Mr. Preyron. No, sir: there was not. 

Mr. Brooks. Now, I wondered if you would tell the subcommittee 
how you ascertained this fair-market value. 

Mr, Peyron. We are an operating branch, a part of the Real Estate 
Division. The fair-market value is established by our appraisal staff 
under the direction of Arthur A. May. We rely on our appraisers 
for advice. 

Mr. Brooks. Do you request appraisals from your appraisal staff 
headed by Mr. May prior to the advertising of bids as a general 
proe edure ? 
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Mr. Peyron. As a general rule, we like to do that. However, as 
long as the—purpose of the appraisal, of course, is advisory informa 
tion in the consideration of bids—and as long as we get our values 
before any final determination is made on the bids, the timing is rela- 
tively unimportant. We like to get them as soon as we can. 

Mr. Brooxs. Now, | wonder what is the policy as concerns former 
lessees and former owners. Do you make some special consideration 
to them ¢ 

Mr Peyron. Yes, sir. I would like to distinguish between them. 

Sales to former owners and State and local governments are more 
in the nature of fixed-price sales than they are negotiated sales because 
there is nothing to be negotiated. We have an appraisal, we estab- 
lish a fair-market value and then they are offered to former owners 
wx local governments at that price. If they are not willing to pay 
that price, then the properties go to public sale. In other words it is 
more of a fixed-price sale. We think of negotiated sales in terms of 
dickering back and forth over the price. 

Mr. Brooks. I wondered if you sell them to persons other than 
that, what additional considerations do you have. 

Mr. Peyton. In the case of a lessee in possession we have the prop- 
erty appraised before we discuss the matter of the sale with them. 
There are several categories of industrial situations in which we use 
this method. 

One is the plant which has defense orders, producing defense 
work. The Department of Defense has a very real interest in the 
end product and the production schedule. If we can get for those 
plants from the lessees what our appraisers feel is the fair-market 
value, we feel that the public interest, including the defense interest, 
is better served by negotiating sales to those people than to put them 
on the market, have the production disturbed by possibly another 
bidder, and in the long run I think that the Government would be 
at the short end of the line in the overall picture. 

Mr. Brooks. And do I understand clearly that if the Defense De- 
partment would recommend a sale in the national interest to a lessee 
of an existing operation, that you would be constrained to sell ? 

Mr. Peyron. That is correct, provided they paid us that price, 


the fair-market value or a figure approaching it. I would not want . 


to say that we would refuse to sell unless we get it down to the last 
10 cents of the fair-market value, but if we could get a figure 
approaching that, I think we would go ahead with the sale. 

Mr. Brooks. Would 66 or 70 percent be considered approaching 
the fair-market value? 

Mr. Preyvron. Well, in some cases it might. T would not like to 
take a hypothetical question like that and say “Yes” or “No” to that, 
sir. 

Mr. Brooks. I wondered if you could give me a little bit of the 
background on the advertising procedure you normally use in a 
sale. 

Mr. Peyton. In the norma! sale we are required by our regu- 
lations and procedures to give widespread public notice in the form 
of direct-mail advertising, newspaper advertising, and other mediums 
such as trade magazine, and so forth. 

The extent of that advertising and the method used is dependent 
on the character of the property, its size, its importance, and what 
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we know of the market for the property. In other words, it is a 
flexible plan of public notice and advertising tied into the character 
of the property and whether it is of local interest only or whether 
it is of wider interest. 

Mr. Brooxs. I wonder if you could give me an idea of what the 

regional director’s role is in the normal sale of surplus property. 

Mr. Pryron. Re ‘gional directors have been delegated the authority 
by the Administrator to handle all of the preliminary work in con- 
nection with sales. They are required to make arrangements for 
the surveys of the property, the mediums of advertising to be used, 
the potential market for it, and the preparation and distribution to 
interested prospective purchasers invitations to bid and bid forms. 

They are also authorized to conduct public-bid openings if that 
method is used; establish the cutoff date for the receipt of bids; and 
where the acquisition cost of the property is less than $1 million, to 
make awards themselves. 

In the case of property where the acquisition cost is less than $2 
million, the Commissioner of Public Buildings Service is authorized 
to make the award. 

Mr. Brooks. The Commissioner of Public Buildings Service—that 
is who? 

Mr. Peyron. Mr. Peter Strobel, of the General Services Adminis- 
tration. Where the acquisition cost exceed $2 million, the approval 
is reserved to the Administrator. 

Mr. Brooks. Of the GSA ? 

Mr. Peyron. That is correct. 

Mr. Brooks. In this instance, Mr. Mansure ¢ 

Mr. Preyron. That is right. 

Mr. Brooks. He personally approved awards in which the acquisi- 
tion cost was in excess of $2 million ¢ 

Mr. Peyron. That is right. 

Mr. Brooks. Does the regional director make a recommendation 
and virtually close out the deal and then take the final bids and submit 
them, as a general rule, to the Administrator for his decision, and 
then get that decision and implement it in the field himself, as the 
top-ranking GSA official in that region ¢ 

Mr. Pryron. As a general rule, the procedure is for the regional 
director to conduct the sale, and where the acquisition cost of the prop- 
erty exceeds his authority to refer to Washington for further consid- 
eration by the Washington office. 

Mr. Brooks. At which point does he refer it, after he has taken 
and accepted the bid ¢ 

Mr. Peyton. That is right. 

Mr. Brooks. Then he forwards the bids to the Administrator and 
he, of course, decides on it; and then what is the procedure? 

Mr. Peyton. Well, of course, he can authorize the regional director 
to approve the award in his name, or he can make the award, of course, 
himself, and notify the successful bidder. 

Mr. Brooks. Does he occasionally refer it to the real property dis- 
posal officer who is to handle that? 

Mr. Pryron. No. I am at the operating level and I don’t have 
authority to approve sales. 

Mr. Brooks. I wonder, in regard to this particular case—you had 
virtually nothing to do with it; is that right ? 
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Mr. Peyron. I can explain my connection with this particular case. 
In the normal course of events property comes to us in the status of 
excess property. 

Mr. Brooks. Yes. 

Mr. Pryron. And they are referred to the regional offices for 
screening against the needs of other Federal agencies before the de- 
termination of surplus is made. That has to be done in all cases 
before property is available for sales to the general public. 

Now, in this particular case we went through that procedure. Of 
course, we had known of the original work done by the Bureau of 
Mines here, and then when it was released by RFC after the legal 
matters were settled, the Bureau of Mines picked it up in that excess 
category under permit of occupancy which was granted to it. After 
their use and occupancy was satisfied, it was returned and we screened 
at that time to see whether a year later any Federal need had devel- 
oped, and none was shown, at which time it was determined surplus 
and turned over to Mr. Kline at Denver for processing. 

Mr. Brooks. And Mr. Kline did make the announcements and 
handle the advertising which was placed ? 

Mr. Peyton. That is right. 

Mr. Brooks. Now, on the advertising, you say the normal pro- 
cedure is that you have some flexibility, you use direct mail, news- 
paper advertising, or advertising in trade magazines? 

Mr. Peyton. Yes, sir. 

Mr. Brooks. Well, in this particular instance did they use any 
trade magazine advertising at all? 

Mr. Preyron. I don’t think so. I think, from what I can see and 
read here and in our files, Mr. Kline’s advertising was confined to 
public notice in the local newspapers in the way of the public an- 
nouncement. 

Mr. Brooks. A press release ? 

Mr. Peyton. That is right. 

Mr. Brooks. One. 

Mr. Pryron. And direct advertising, as we call it, direct mail to 
some 20 different concerns which, in his judgment, might be inter- 
ested; and also the advertisement that we have already discussed 
here this morning in the New York Times. 

Mr. Brooks. You mean the Wall Street Journal. 

Mr. Peyton. I meant to say the Wall Street Journal; that is right. 

Mr. Brooxs. Do you consider that one ad in the Wall Street 
Journal a reasonable sort of an advertising of a program for the sale 
of a property of that nature? 

Mr. Peyron. Mr. Chairman, there is some question in my mind as 
to the adequacy of the size of the ad in the Wall Street Journal, but I 
think we have to bear this in mind, also: advertising in the newspapers 
of industrial plants has not been too successful in our experience. We 
have had much better success in contacting direct, by mail, every firm 
in the industry or a collective group in that industry, because you only 
have in these cases a limited number of people who are going to be 
interested in buying industrial facilities fully equipped with machin- 
ery and equipment. 

In other words, people do not buy that type of property as invest- 
ment property; you have got to sell it to a user and you have only 
got so many potential users. That is the reasoning, and if I might 
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digress, it is more in the nature of trying to find the people in 
the industry that could possibly use a fac ility of this kind rather than 
appealing to the investing public. 

Mr. Brooks. Now, this property which might have had some inter- 
est to cement manufacturers and possibly to some uranium develop- 
ments and possibly some aggregate producers and possibly to some 
alumina interests, did they to your knowledge use direct mail to the 
extent of writing to all these people and putting them on notice such 
a plant would be available and inviting their consideration of it/ ; 

Mr. Pryron. Mr. Chairman, Mr. Kline used his best judgment, in 
my opinion, in selecting the list of people to whom he sent his notice 
of availability. 

Mr. Brooks. His notices apparently, from Mr. Moody’s statement 
preceding you, were to some people who had evidenced some interest 
rather than—— 

Mr. Peyron. I was under the impression that it went further 
than that, and included people that Mr. Kline thought might be 
interested because from what I know of the Laramie plant I don't 
believe I have heard of 20 inquiries coming in on it all told. 

Mr. Brooks. Yes. Well, now, that is fine, and I want to thank 
you. 
Now, at this point I wondered if you yourself have had any dis 
cussions over the telephone or otherwise with the folks from Monolith 
or Ideal since this explanatory message was filed. 

Mr. Preyron. None of any kind. 

Mr. Brooks. Now, we are in the position of going over the actual 
file from which this explanatory message was prepared. The actual 
file is a pretty thick and voluminous set of documents and we have 
spent a good many days going over and analyzing them and there 
are 2 lot of very pertinent factors in them that bring out the facts 
in this case, primarily that there seemed to be some real prejudice 
against one of the bidders on the part of the GSA, and I say that 
not with any brief for Monolith or any animosity toward Ideal, but 
I think because it reflects an animosity within GSA which might 
have been reflected in a lower price for the United States Government. 

In other words, I think it is all right for them to have some ill 
feeling, but I do not want it to the extent to where it costs us money 
in disposing of properties, and I think that the letters from the file 
and the excerpts from them that I would like to bring to your atten- 
tion, would reflect very clearly that there apparently has been some 
serious hard feelings in these negotiations which I regret. 

Mr. Peyron. Mr. Chairman, if I am still on the witness stand 

Mr. Brooks. Sure, we would be glad to hear your statement. 

Mr. Perron. I would like to say for myself that I am not prejudiced 
against Monolith nor any other company, and as a matter of fact I 
conceive it to be my job to do all I can to get the best dollar I can for 
the Government. 

Mr. Brooks. Regardless of from whom it comes? 

Mr. Peyron. Regardless of from whom. And as far as I can see 
in this file, we have gotten the best dollar that we can get. 

Mr. Brooks. You think so? 

Mr. Pryton. Yes, sir. 

Mr, Brooks. ene aero evaluation of your appraiser for 
whom you have the highest regard, I am sure? 
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Mr. Peyton. The appraised value is a guide, Mr. Chairman, to use 
in the absence of a showing in the open market as to what a property 
will bring. It is the best guess of a technician, but when you get 
into the matter of advertising, soliciting bids, you have got to 
make up your own mind, regardless of the appraisal, what is to the 
best interest of the Government, hang on to this property until it 
depreciates or sell it. 

Mr. Brooks. Sure, I realize that your appraised value might be one 
thing, but if nobody wants it at that, you have got to revalue. 

Mr. Peyton. That is right. 

Mr. Brooks. Well, I thank you very much. 

Mr. Youncer. Mr. Chairman. 

Mr. Brooks. Yes, sir. 

Mr. Youncer. I want to make a statement on this so as to get the 
record clear. 

Mr. Brooks. Surely. 

Mr. Youncrr. So that somebody won’t think that I am prejudiced. 

Mrs. Younger does own a few shares of stock in the Ideal Cement 
Co. which she owned a long time ago in the Pacific Portland Cement 
Co. which was purchased by the Ideal. 

I want that record clear. I do not think it will prejudice me one 
way or another—it might affect my prejudice against Ideal because 
maybe I will find they did not make a very good deal for the stock- 
holders. [Laughter. ] 

In any event, I wanted that clear before some of the columnists 
come out and accuse me of various things. 

Mr. Brooks. Well, Mr. Younger, I think that we all on the sub- 
committee have faith in your integrity. 

Mr. Younger. All right. 

Mr. Brooks. And you would be just as unhappy with GSA if they 
had allowed Ideal to purchase it for less money than you thought it 
was worth to the American people than if they sold it to Monolith 
or Harvey or any other corporation or individual. 

Mr. Youncer. Thank you. 

Mr. Brooxs. We appreciate your help and time and consideration 
of this matter. 

Mr. Youncer. I would like to ask a few questions. 

I notice the sales you were asked to give, that is, the negotiated sales, 
were sales since 1952. 

Mr. Peyton. That is right. 

Mr. Youncer. Has there been any change in your process of selling 
or negotiating sales of industrial property since January 1953? 

Mr. Peyton. No. 

Mr. Younger. The process has continued the same since you have 
been there since 1949? 

Mr. Peyton. Since 1949—there was some slight difference in our 
method of disposal under the Surplus Property Act of 1944. 

Mr. Youncer. Yes. 

Mr. Pryron. But since 1949 the procedure has been substantially 
the same. 

Mr. Youncer. But no change since January 1953? 

Mr. Peyton. Not that I am aware of. 

Mr. Youncer. Is it your experience in the disposal of these indus- 
trial plants that in general the people in the trade or in the industry 
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familiarize themselves with the possible plants that will be declared 
surplus and are around looking for plants they could use throughout 
the country and are not really es by advertising ? 

Mr. Perron. That is correct, Mr. Younger. As a matter of fact, I 
am sure that Monolith and ileal know the history from the day that 
the first steam shovel went in on every cement plant in the United 
States, and if we advertised it to them, we would not be telling them 
anything brand new that we could not do by letter. 

Mr. Youncer. Now, do you have a list of the negotiated sales prior 
to 1952 in your file ¢ 

Mr. Perron. No; we do not have such a list. Such a list might be 
made up. We have the files from which such a list could be made up. 

Mr. Younger. Well, how did it happen that you bring in your 
list today ? 

Mr. Perron. The staff director asked for that information. 

Mr. Youncer. Oh, I see. I would like to see the comparison. I 
would like to see from the files, Mr. Chairman, a list of the negotiated 

sales prior to 1952 on the same comparative basis, to see whether or 
not there has been any change or what has been the result. Could 
he furnish that for the record ? 

Mr. Brooks. I think we asked from 1952 on, including part of 
1952—but I think so, if it might be readily gotten, in excess of 
$100,000— 

Mr. Peyton. I would like to suggest, sir, if it is agreeable, that we 
not go back beyond 1950 because there would be in 1949 a number of 
sales that were being closed as the result of War Assets negotiations, 
and it would not reflect 

Mr. Youncer. GSA? 

Mr. Pryron. GSA’s standard operating procedure. 

Mr. Younerr. I see. Since 1950, then. 

Mr. Brooxs. Could you furnish that? 

Mr. Peyron. That is all right, we could furnish that and we will be 
glad to. 

Mr. Youncer. Just as a matter of comparison. 

Mr. Brooxs. Thank you very much. 

Gentlemen, we have gone over that file and we have some very 
pertinent letters, I think, out of the file and discussed some of it 
that I would like to bring before the subcommittee. 

Mr. Moody, if you will come forward again, sir, we would be pleased 
to have you again as a well-informed witness. 

I «m sorry. Mr. Peyton, would you come back? I think we will 
take up that part pertaining to your particular department first. 

Gentlemen, these are actual files that we have got, that I think are 
essential in really perfecting this record and putting as many facts 
as possible into it to give us the fullest picture of their effort to sell this 
property. 

This is the file that goes back to 1951 and I wondered if you would 
give this brief history—this is from your own file, sir, that lays out the 
history of that period, if you will, and just tell me cone isely, who is 
Mr. Finnegan and who is Johns. It is not clear from that memo- 
randum. 

Mr. Peyton. Well, this is brand new—I mean, I have not reviewed 
this before and therefore I will have to take a few minutes here to 
give you an appropriate answer. 
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March 19, 1951, letter, Larson, prepared by Acquisition and Utiliza- 
tion Branch, that is of the Real Estate Division, advising of Muni- 
tions Board clearance, January 13, 1951, and inquiring whether the 
Bureau of Mines still wanted it. 

In other words, it is also standard operating procedure when any 
industrial facilities become excess to needs of Government agencies, 
to check with what was then the Munitions Board, which is now the 
Oflice of Assistant Secretary for Plants and Installations, to see 
whether there is any mobilization requirement, that is, the national 
industrial reserve requirement for the facility. 

We also checked, of course, with the Bureau of Mines in this case, 
since they were the sponsoring Government agency before proceeding 
further. 

I do not quite understand this one, July 12, 1951, letter of Peyton 
to Phillipson, whom I don’t recall, inquiring—again stating, “Not 
determined surplus.” 

It could be that Phillipson was someone who called me to find out 
whether the plant was for sale. 

September 28, 1951, 2-vear permit granted the Department of the 
Interior with privilege of 1-year extension, effective 9-28-51, accepted 
by Interior October 3, 1953. 

The same date, RFC was requested to transfer custody and account- 
ability to Interior. Well, I think that is self-explanatory. That 
refers to the request of the Bureau of Mines for permit of occupancy 
to carry out its experiments there. 

January 22, 1952, W. W. Keller, Legal Division, in the General 
Counsel’s office. prepared memorandum, Larson to Symington, 
requesting REC to convey title to the United States. That was stand- 
ard procedure. The plants were initially. as you gentlemen know, 
carried in the name of the RFC and when they were transferred to 
GSA, title was actually transferred to the United States of America. 

February 20, 1952, quitclaim deed of conveyance to the United 
States, 

June 5, 1952, delegation of authority, No. 131, issued to give the 
United States Department of Interior authority to lease for experi- 
mental production of sponge iron to Monolith Portland Cement Co. 
There is a question mark, Mr. Chairman, after that and I don’t think 
this is very pertinent to this particular case. 

July 1, 1953, McDowell, Real Estate Division : 

Checked files and can find no evidence that October 1952 certification (pre 
viously returned to them) was ever revaluated subsequently. 





I just don’t know which certification he is referring to, it could be 
the certification of need by the Department of the Interior for the 
property. We do require such certifications before we would grant 
them the permit. 

October 23, 1950, we received copy of letter of intent dated June 
30, 1950, by memorandum from Finnegan, dated 8-22-50, stating 
“ roperty surplus.” 

Mr. Finnegan was and is the chief of the Utilization Branch of the 
Real Estate Division and was delegated authority by the chief of the 
Divi os to make a determination that there was no further Federal 
need and that, therefore, the property had been determined surplus. 

August 29, 1950, we sent memorandum to Finnegan stating it would 
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be necessary for us to have a form 30. Form 30 refers to a standard 
form on which all holding agencies or declaring agencies are required 
to report a property which they ho longer have a need for. That 
is the pur pear: of the form. 

September 8, 1950, Torpy, requesting form 30. That is the formal 
report form for reporting a property excess, and stating that upon 
receipt the property would be rescreened in accordance with supple- 
ment No.3 to PBS, circular No. | 

The rescreening refers to the resubmission to all Federal agencies of 
its availability asexcess. There isa paren here as follows: 

(This was now after the post-Korea freeze. ) 


Now, may L interpolate there to say that at the beginning of the 
Korean war we froze every property we had in surplus inventory, 
submitted all those properties to the toa of Defense to see 
whether there was a new defense need for it in view of the Korean 
emergency and the Defense Department in hee course released those 
properties to us from time to time, and, of course, they have all since 
that time been released and we have proceeded with disposal. 

September 13, 1950, we a ned all papers on the property, particu 
larly the memorandum of August 22, 1950, certifying the property 
surplus i in accordance with the agreeme “y between P. eyton and Finne- 
gan for rescreening. In other words, I assume that at that time the 
question arose as to whether, having a, n screened, there was necessity 
to screen It again and because of the time element it was decided to 
see if there was some new Federal interest in it. 

September 18, 1950, letter prepared by Acquisition Branch for 
Larson's signature, to Senator (Mahoney, statine GSA has no 
present plan for disposal in view of the Bureau of Mines’ interest. 

October 9, 1950. memorandum from us to Nagle. That is the Mr. 
Nagle who was the chief of the Real Estate Division—forwarding 
letter of September 20, 1950, from Bureau of Mines, confirmation 
of availability; also stating that inasmuch as the property was not in 
our—that ts, surplus i inventory, it was not submitted by us for rescreen 
ing by the Department of Defense. I am not too ¢ lear on these notes: 
they were not prepared by me. 

February 2, 1951, letter, Peyton to J. H. Johns, in reply to inquiry. 
It states in part: “But it has not become surplus,” and then three 
dashes, and end of quote. 

L presume Mr. Johns inquired about the property at that time. 

March 19, 1951, letter, Larson to Bureau of Mines and in paren 
thesis, “Prepared by Acquisition Utilization Branch,” close paren 
thesis, advising of Munitions Board clearance January 13, 1951, and 
inquiring whether Bureau of Mines still wanted it. 

July 12, 1951, letter, Peyton to Phillipson, inquiring again, stating 
“Not determined surplus.” In other words, during this period, as I 
recall, the property was with the Bureau of Mines—I assume that 
from memory that that was the situation. 

September 28, 1951, 2-year permit granted to Department of the 
Interior with privilege of 1-year extension effective September 28, 
1951, accepted by the Interior October 3, 1951. At the same time RFC 
was requested to transfer custody and accountability to Interior. 


62618—-55--——-4 
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January 22, 1952, W. W. Keller, Legal. prepared memorandum to 
Larson and Symington, requesting REC to convey title to United 
States. May I go off the record just a minute ? 

Mr. Brooks. Yes. 

(Discussion off the record.) 

Mr. Brooxs. Now, sir, I wondered if you would put in the record 
this indication that Monolith, from your file, was willing to reach 
an adjustment of their patents problems. I think that the last para- 
graph on the first page and second page, releasing all the interested 
parties, would be helpful to this record. 

Mr. Peyron. Mr. ( ‘hairman, if I may be granted the privilege——- 

Mr. Brooks. Yes, certainly. 

Mr. Pryron. This matter deals with something that was handled 
within the General Counsel’s office, in other words, the matter of 
patents and lawsuits is not within my jurisdiction. 

Mr. Brooxs. You didn’t put that memorandum in? 

Mr. Peyton. I could have put it in the file but as a matter of filing 
only 

Mr. Brooks. Well, would you just read it then? 

Mr. Peyron. Yes. December 10,1947. These are questions involved 
by the issues raised by the Monolith-RFC lawsuit. The first deals 
with the steps which should be taken to carry to completion the early 
experimental work to determine with what success alumina, so neces- 
sary for national security or national defense, can be made from 
anorthosite in the RFC plant at Laramie, Wyo. 

The second had to do with the conflicting claims now at issue be- 
tween RFC and Monolith in a lawsuit now pending in the Federal 
courts in Los Angeles. 

Monolith is firmly of the opinion that the Laramie plant should not 
be dismantled or converted to any other use, but should be completed 
at the earliest possible date and utilized for the purpose of making a 
complete demonstration of the possibilities of making alumina from 
anorthosite. 

In order to eliminate any obstacles or delays that may arise by rea- 
son of continuation of litigation, Monolith proposes therefore that the 
ultimate objective of demonstrating whether alumina can be made 
from clay—leaving it to arbitration, and Monolith is willing to enter 
into a written legal agreement under which any three of the follow- 
ing-named persons—Hon. Joseph C. O’Mahoney, Hon. Edward B. 
Robinson, Hon. James E. Murray, Hon. Robert La Follette, Hon. 
Frank E. Byrnes, select a disinterested outstanding legal adviser, a 
disinterested outstanding mining engineer, a disinterested and out- 
standing certified public accountant with full power of a lawyer, in- 
¢ Juding any 1 of the other 2 of these 3 appointees, to evaluate Mono- 
lith’s rights i in the matter involved in the litigation, and if RFC will 
join in such an agreement and be bound thereby » Monolith will execute 
and sign an agreement which will give said 2 of the 3 appointees in 
its name and stead the full right and author ity to execute and deliver 
any papers and documents in their opinion necessary to the final settle- 
ment and conclusion of said litigation, their only duty being to account 
to Monolith for whatever is allowed to Monolith in such settlement. 

Monolith-Portland-Midwest Co. also would be willing to pay the 
entire expense of the attorney, engineer, and accountant up to the 
amount equal to $1,000 for each of them, and if the costs were greater, 


Sse Ae ne SRN Oe hema aabs 


cept (ae a ll NAA EAE AR ak ALT. ll ORE LE ATED Sah a te Phat OCIA ty EPSRC A 


~~, 








g 
{ 
5 
} 
i 
4 
; 
: 
4 
‘ 


om 


Saleen Reales os? cats 


ne aa ei te 


ee eee 


GOVERNMENT-OWNED DEFENSE PLANT NEAR LARAMIE, WYO. 13 


to share equally the excess cost with RFC with a total overall limit 
to Monolith of $6,000. Because Monolith has acquired a patent to 
the process involved, Monolith would, if the lawsuit were settled in a 
manner which Monolith were permitted to prove up the process, they 
also would be willing to any two of the appointees hereinbefore re- 
ferred to to fix for the life of the patent a royalty to be received by 
Monolith for any use thereof made for any eovernmental or defense 
purpose. 

Mr. Brooxs. Thank you. 

Now, I think I will just read this. This is very brief. 

This is a memorandum out of the file, subject, Plancor 1844 con- 
cerning Monolith-Portland-Midwest Co., Laramie, Wyo. In the last 
paragraph of this letter, which is signed by Irving Gumbel for Arthur 
May—until recently Mr. Gumbel was an employee of the GSA; is that 
right? 

Mr. Perron. That is right. 

Mr. Brooks. And the last paragraph says in this brief memo- 
randum: 

If and when this plant, this Plancor, is declared surplus in this Administration, 
before accepting such declaration, your office is instructed to be certain that all 
option rights or other rights of the first refusal to the former operator have 
expired, so that the plant can be immediately offered without special restrictions. 

Now, this was to the regional director there at Denver. 

Mr. Gumbel himself, as reflected by this copy in our record of his 
<worn statement in this latter lawsuit, reflects in the first paragraph 
that Irving Gumbel, being first duly sworn, deposes and says: 

I am and since March 25, 1946, have been Chief of the Chemicals and Metals 
Branch, Industrial Division, Office of Real Property Disposal, War Assets 
Administration. 

He goes on to make his statement as to the fair value and as to 
comparable value, a general statement, in this given lawsuit which 
indicates some real interest he has had in evidence in that particular 
lawsuit. 

Now, this letter, if you will read, reflects the Bureau of Mines’ 
first interest. 

Mr. Peyton. United States Department of the Interior, Bureau of 
Reclamation, Region 4, Post Office Box 360, Salt Lake City 8, Utah, 
July 20, 1950; General Services Administration, 476 New Customs 
House, Denver 2, Colo. : 

GENTLEMEN: Reference is made to your notice of availability of excess real 
property covering Plancor 1844, Laramie, Wyo. 

Although this region at present has no requirement for the building there is a 
possibility that we could use part of the laboratory equipment and supplies in 
the event they are to be disposed of seperately. 

Please advise this office in the event you undertake disposition of the labora- 
tory equipment and supplies as a separate lot. 

Very truly yours, 
E. G. BYWATER. 

Mr. Brooxs. This I think is the first instance of Mr. Holland’s sug- 
gesting it be recommended as surplus property to your predecessor, | 
believe. 

Mr. Peyton. This is on the stationery of the General Services Ad 
ministration, Public Buildings Service, 476 New Customs House, 
Denver 2, Colo., August 7, 1950. 
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Re Alumina Plant, Plancor 1844, Monolith-Portland-Midwest Co., Laramie, Wyo. 
Symbol R-Wyo—405. 
Mr. Jonn L. NAGLE, 
Director, Real Property Acquisition and Utilization Division, 
Public Buildings Service, Washington, D.C. 
(Attention, Chief, Office of Space, Use, and Leasing (Field).) 

Dear Mr. NAGLE: Reference is made to Mr. Raskin’s letter of July 14, 1950, 
enclosing GSA Form so. 30 reporting as excess certain real and personal property 
comprising an alumina plant near Laramie, Wyo., designated as Plancor 1844, 
Monolith-Portland-Midwest Co. 

This report on excess has been assigned No. R-Wyo-405. This property has 
been screened for possible use by other Government agencies. Since no interest 
has been indicated for the entire property we recommend that it be certified as 
surplus. 

We are enclosing a letter from Mr. E. G. Bywater, regional supply officer, 
Bureau of Reclamation, Salt Lake City, Utah, indicating interest in the labora- 
tory equipment and supplies. 

In the event consideration is given to disposal of this type of material separately 
it will be appreciated if Mr. Bywater is inforined so that he may take necessary 
steps to acquire what is needed by the Bureau of Reclamation. 

Yours very truly, 
Joun F. HOLLAND, 
Real Estate Officer. 

Mr. Brooks. Here is another one. Read the marked paragraph and 
tell to whom and from whom. 

Mr. Peyron. Office memorandum, to Mr. Thomas L. Peyton, PBS, 
from Mr. Paul F. Finnegan, Public Buildings Service, subject, Lara- 
mie, Wyo., Plancor 1844, R-Wyo—405; date of memorandum, August 
22, 1950: 


~—s 


There being no further Federal need for this property as a unit, it is hereby 
certified as surplus to the needs and responsibilities of the Government, 

That is the paragraph from this memorandum which is initialed 
er. 

Mr. Brooks. Vhank you very much, Mr. Peyton. We have got a 
couple more of these that we would like to have you read. 

Mr. Peyron. All right, sir. 

Mr. Brooxs. This was rescreened on several occasions and this letter 
| think points out the reasons for it. There has been some discussion 
as to why this was resubmitted for rescreening to various agencies. 
It is not necessary to put all of it in, but give us an idea why you did it. 

Mr. Peyron. Do you want me to put this in the record 4 

Mr. Brooks. If you would. 

Mr. Peyron. Letter dated September 8, 1950, to Mr. Stanley E. 
Greene, division engineer, Public Buildings Service, 476 Customs 
House (New), Denver 2, Colo. : 


Re: Alumina Plant, Laramie, Wyo., R-Wyo-405, 


Drak Mr. Greene: On August 7, 1950, Mr. Holland wrote advising that no 
Federal use had been found for the above project. 

This report of excess has been returned to us by the disposal branch for 
rescreening. Tnasmuch as this is not one of the properties which they have asked 
the Munitions Board to rescreen, it is suggested you submit it to the Munitions 
Bourd for determination as to whether there is a defense need at the same time 
that you are rescreening for Federal civilian need. 

The documents in connection with this case are quite voluminous so they are 
being retained in this office. We believe there will probably be enough material 
in your files to enable you to properly describe this property. 

Very truly yours, 
L. R. Torpy, 
Chief, Space Use and Assignment Division. 
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Mr. Brooks. Here is a letter indicating a continuing interest by the 
Bureau of Mines in this for experimental purposes in 1950. 
Mr. Preyron. Letter on the stationery of the United States Depart- 


ment of the Interior, Bureau of Mines, Washington 25, D. C., Office 
of the Director, September 20, 1950: 


Mr. Jesse LArson, Administrator, 
Feneral Services Administration, 
Washington 25, D. C. 

My Dear Mr. Larson: You will recall our recent telephone conversation in 
which you tentatively agreed to delay further action on disposal of the Monolith 
Alumina Plant at Laramie. Wyo., pending action on recommendation by the 
Bureau of Mines for experimental operation of this plant. 

Since that time we have made a recommendation for an expenditure of $1 
million for the necessary additions and inaugurations to the plant and to com- 
plete the experimental work for which the Harleyville and Laramie plants were 
constructed. 

Our plans have now progressed to a point where we will require a firm com- 
mitment regarding the availability of the Laramie plant to the Bureau of Mines 
Therefore, could IT have from you a letter confirming the availability of the 
Laramie plant to the Bureau of Mines? 

Sincerely,— 
It says “Director,” ] cannot make out the name. 

Mr. Brooks. Director of the Bureau / 

Mr. Peyron. That is right. 

Mr. Brooks. This is a letter from the GSA, from Mr. Klein, indi- 
cating his position on the development of this alumina production. 
Give the date and read it. 

Mr. Peyton. This is on the stationery of the General Services Ad- 
ministration, Region 8 Building 13, Denver Federal Center, Denver, 
Colo., February 2, 1951, “Re: Excess Real Property, Alumina Plant, 
Plancor 1844, Monolith-Portland-Midwest Co., Laramie, Wyo., 
R-Wyo-405,” to Mr. W. E. Reynolds, Commissioner of Publie Build- 
ings, General Services Administration, Washington, D. C., attention, 
Chief, Office of Space Use and Leasing (Field). 

Drar Mr. Reynoitps: Reference is made to Mr. Torpy’s letter of September 
18, 1950, requesting rescreening to determine needs for this excess property at 
Laramie, Wyo. Attached is a copy of the reply of the Munitions Board advis 
ing us of no presence of services need for this property. 

The Bureau of Mines, Department of the Interior, by letter dated September 
20, 1950, to Mr. Larson, requested this property for certain experimental work. 
In view of the present need for aluminum we believe that the production po- 
tential of this plant certainly should be developed. 

If this can best be done by the Bureau of Mines we recommend transfer of 
the property to that agency. If not, other steps should be taken to place the 
plant in production. 

Cordially yours, 
Ortro K. KLEIN, 
Regional Director 

Mr. Brooks. Thank you very much. We have now a file here from 
the Department of the Interior, and on this one I think the last para- 
graph is the one that is pertinent, it reflects some fear of Monolith, 
that continued operation would prejudice their claims. 

Mr. Pryron. Mr. Chairman, it seems to me there are some other 
paragraphs that are also pertinent, if I may read them. 

Mr. Brooks. If you would like to, it would just take a little more 
time, but go right ahead. 

Mr. Peyron. This is dated April 6, 1951, United States Department 
of Interior. Bureau of Mines. Washington 25, D. C., to Mr. Jesse Lar 
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son, Administrator, General Services Administration, Washington 
OF Y. 
25, D. C.: 


Dear Mr. Larson: ‘This is in reply to letter of March 19, addressed to Mr. 
James Boyd, Administrator, Defense Materials Administration, regarding ac- 
quisition of the alumina plant at Laramie, Wyo., for experimental operation by 
the Bureau of Mines. 

Operation of this plant is contingent on the fate of the request now before 
the House Appropriations Committee for funds to complete the necessary in 
stallation in this plant to operate the plant on an experimental basis for 15 
months. No provision was made in our estimate for any transfer of funds for 
the use of the plant. 

The Bureau of Mines has no interest in permanent acquisition of this plant. 
Our interest has been only in the use of these facilities for a sufficient length of 
time to fulfill the purpose for which this plant and the other three experimenta) 
alumina plants were built. 

We trust, therefore, that some arrangement may be worked out whereby this 
plant may be made available to us without a transfer of funds. 

If the Monolith-Portland-Midwest Co. should become involved in any way with 
the operation of this plant, which seems unlikely, we will certainly consult with 
officials of the Reconstruction Finance Corporation regarding any bearing it may 
have on pending litigation. 

Sincerely yours, 
THomas H. MILier, 
tcting Director. 


Mr. Brooks. Take this one, please sir. 

Mr. Peyron. This is a letter dated June 3, 1951: 
Subject: Alumina Plant, Lamarie, Wyo. Plancor 1844 R-Wyo. 405. 
Mr. STANLEY G. GREENE, 


Deputy Regional Director, Public Buildings Service, 
Building 1—-C, Denver Federal Center, Denver 2, Colo. 


DrAR Mr. Greene: This is in reply to your letter of May 24, 1951, requesting 
advice as to the current status of the subject property. 

We have prepared a permit which will allow the Bureau of Mines to mine the 
use of this facility for a period of 2 years. The permit is currently being held 
in abeyance pending congressional approval of funds requested by the Bureau of 
Mines to conduct certain experimental work at this plant. When funds are 
available to the Bureau of Mines we will advise you in full detail of the situation 

Very truly yours, 
L. R. Torry, 
Chicf of Assignment and Utilization Section. 


Mr. Brooks. Here is an interesting memorandum to put in the 
record. It will be helpful if you might identify this “Hoffman.” I 
assume that he was an employee of the GSA. 

Mr. Pryron. This is a memorandum dated September 5, 1951, as 
follows: 


Al Greene of the General Counsel's office called to discuss the alumina plant 
located at Laramie, Wyo., Plancor 1844, GSA Control No. R-Wyo—405. He 
wanted from me assurances that the Bureau of Mines would not negotiate for 
the operation of this plant with the Monolith-Portland-Midwest Co., and Mr. 
Greene informed me that the General Counsel of the Reconstruction Finance 
Corporation had called him and was upset over rumor that the Bureau of Mines 
intended to deal with the Monolith-Portland-Midwest Co. 

I assured Mr. Greene that the Bureau of Mines and the Department of Interior 
had very emphastically informed us on a number of occasions that they would 
have no dealings with this company. 

Mr. Greene then stated that to protect themselves and the Reconstruction 
Finance Corporation any permit granted to the Bureau of Mines should include 
provisions for a 60-day cancellation, in view of the fact that Monolith-Portland 
Midwest Co. had filed an appeal in their litigation against the Reconstruction 
Finance Corporation which they lost in the lower courts. If the appeal is success- 
ful Mr. Greene intimated that the plant would come into the possession of the 
Monolith-Portland-Midwest Co. 
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He also intimated that the Reconstruction Finance Corporation considered this 
a very remote possibility. However, in the interests of our own protection a 
60-day cancellation proviso should be included in the permit. 

©. O. Hoffman- 

Who is an employee of the Real Estate Division of GSA. 

Mr. Brooks. I think that this would be of interest. 

Mr. Youncer. Was he with the RFC at that time / 

Mr. Peyron. No, sir, he was with GSA. 

Mr. Youncer. I thought that this memorandum was dated 

Mr. Peyron. This is a memorandum for the files. 

Mr. YounGer. I know it is. Is it not dated back at the time w 
the RFC had the thing? 

Mr. Brooks. It is dated September 5, 1951. 

Mr. Youncer. The RFC was still in existence. 

Mr. Preyron. That is right. The point is that RFC did not declare 
the property excess to us, Mr. Younger, until the suit had been settled. 

Mr. Youncer. I see. 

Mr. Peyron. And the point that I gather from the memorandum 
was that this granting of a permit was taking place while this matter 
was in the courts. 

This is a letter dated January 22, 1952, to Mr. C. O. Karl, Atomic 
Energy Commission, St. Louis, Mo. : 


hen 


Dear Mr. Kar: This refers to your telephone conversation with a member of 
this office yesterday, during which you expressed an interest in locating a rotary 
kiln, Since completing the conversation this office recalled that there are two 
rotary kilns instulled in property originally identified as 1844, Monolith-Port 
land-Midwest Co., Laramie, Wyo., which property is now under the custody of 
the Bureau of Mines, Department of the Interior, by special permit dated as of 
September 30, 1951. 

This office is not informed in detail as to the proposed utilization of the prop- 
erty by the Bureau of Mines, but we thought it advisable to call your attention to 
the existence of the two kilns so that if you desired you may communicate with 
the Bureau of Mines with respect to the possible use of one of them. 

Sincerely yours, 
THOMAS I. PEYTON, 
Chief of Disposal Branch, 
Real Estate Division 


Mr. Brooks. There is another memorandum from your file. I think 
that this paragraph reflects the interest of the Department of the 
Interior. If vou would read that, I think it would be helpful, showing 
their concern. 

Mr. Peyton. I do not know, Mr. Chairman, the author of these 
notes, 

Mr. Brooks. No, these notes are not reflected to show an author. 
They are not signed. They are handwritten in ink. They were found 
in your file and reflect an interest of the Department of the Interior 
which I do not think is an unfair reference to either of the parties, 
but would merely inform this subcommittee of that interest. 

Mr. Perron. Yes. Those are notes in the file as follows. 

Mr. Brooks. Of the GSA? 

Mr. Peyton. That is right. “Laramie, Wyo., see testimony of H. D. 
McBride, Monolith Portland’~ 

Mr. Brooks. Pardon me, sir, I do not think that those notes would 
he particularly pertinent, since I think the comment of the Secretary 
of Interior is more pertinent and reflects somebody that knows some 
thing about it—that one paragraph I think is of some interest. 
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Mr. Youncrer. What is the date of it ? 

Mr. Brooks. 1953. 

Mr. Pryvon. It is not dated. 

Mr. Brooks. It is dated in the left corner, Mr, Elliott, if you notice. 

Mr. Exasorr. T was wondering who prepared these notes. Do you 
know 4 

Mr. Peyron. I have never seen them before. 

Mr. Exutorr. Whose h: undwr iting is it. 

Mr. Brooks. Apparently in the GSA, somebody did. 

Mr. Ex.torr. IT was trying to find out. 

Mr. Pevron. There is nothing controversial in them, as a matter of 
fact. 

Mr. Brooks. It might be helpful to show that interest. 

Mr. Peyton. L agree with you that in the first part, there is nothing 
there, Mr. Chairman. The balance of these notes read as follows: 

5-18-53. Mr. Liebert, Office of the Secretary of the Interior inquired about 
status of the plant. They are afraid that Monolith Co. wants to buy it as an 
uneconomical alumina plant and get a windfall by using it in conjunction with 
their cement plant. Bureau of Mines has indicated that their program will be 
completed by the end of the year. We should check on this not later than Sep- 
tember 1. 

Mr. Brooks. [ think that is all that is pertinent to this. I do not 
think it is anything that prejudices anybody. 

Another office memorandum which I wish these two paragraphs 
that I have marked read—I think they reflect the early interest of both 
bidders in this proposed sale. 

Mr. Peyron. This is an office “9%: andum addressed to official files. 
dated May Ys, 1953, from John J. Hurley, Chief Counsel, Office of 
General Counsel, GSA: 


Subject : Monolith-Portland-Midwest Co., Plancor 1844, Laramie, Wyo. Interest 
of REC in the disposal of property. 

Mr. McConnelly said that the Monolith Co. is very anxious to acquire the 
property. That company originally held the property under lease from RFC, 
The lease was canceled by REC and Monolith is now prosecuting an action 
against REC for damages claiming to have resulted from such lease cancellation. 
The amount claimed may be as much as $85 million, although Mr, McConnelley 
says that amount is absurd. REC is concerned less when the property is’ offered 
for disposal Monolith will attempt to acquire it in consideration of the release 
or reduction of their claim against RFC, but with no cash payment to the 
Government. Mr. McConnelly wants this Administration to be advised that RFC 
does not believe that offset of this claim should be considered in the negotiations 
for sale under any circumstances, even if there might be legal authority to do 
so. Tle also informed me that the Ideal Cement Co. of Denver is interested in 
the property. 


Mr. Brooks. And I think this long paragraph here would be suffi- 
cient to indicate the early and apparently genuine interest of Ideal 
inthissame. Would you give the date and identification of it? T do 
not think it is necessary to read it all. 

Mr. Pryron. This is a memorandum addressed to Administrative 
General! Services, dated June 12,1953. Subject : “Monolith-Portland- 
Midwest Co. plant, Laramie, Wyo., Plancor 1844.” 

Iam reading a part of the second paragraph enclosed in brackets 
in pencil, 


We should be glad to undertake this work on a cost basis or a cost plus one 
dollar basis and assure you that we would work in very close cooperation with 
the Bureau of Mines staff on any program which they may wish to undertake. 
If on the other hand the Bureau of Mines should discontinue their experimental 
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work and if the plant should then be under consideration for disposal, the Ideal 
Cement Co. is interested in having an opportunity to bid on the plant, including 
the site buildings and all machinery and equipment located thereon. 

To make the record complete, the Ideal Cement Co., Was represented in our 
conference by Cris Dobbins, its president, and M. O. Mathews, its executive vice 
president. 

(Signed) IDEAL CEMENT CoO., 
Cris Doprnins, President, 
M. O. MATHEWS, 
E.wrecutive Vice President. 


. 1953, would be 


Mr. Brooks. I think that this letter dated June 23 
| be even more In 


interesting, and this one dated the same date woul 
teresting. 

Mr. Pryron. I wonder if I could have a glass of water, and let some 
body else read for awhile? 

Mr. Brooks. Mr. Moody is an exceptionally well-informed attor 
ney. We would love to have him do so. 


Mr. Moody, if you would put them both in the record, I believe it 
would be interesting. 

Mr. Moopy. They are both dated the same date. 

Mr. Brooks. Both dated the same date. 

Mr. Moopy. This is a letter on GSA, dated June 23, addressed to 
Mr. Al Snyder, Assistant to the Administrator, General Services Ad 
ministration, Washington 25, D. C., and the dateline is Denver Cen 
tral, Denver, Colo., and it is marked “Personal” and “Confidential.” 


Dear AL: Confirming my telephone call, I wish to make the following com 
ments on the alumina plant at Laramie, Wyo., in addition to my report to Mr. 
Mansure. I am enclosing a defense plant corporation brochure wherein you 
can see the amount of equipment, all brand-new in this plant: at the most only 
been used, some of it, for 6 months. 

The Bureau of Mines has proven their process, that it is possible to make 
alumina out of the ores around Laramie, and no doubt they would like to con 
tinue on for another year in perfecting this process. In the meantime we will 
lose some buyers who now would buy the plant at a fairly decent price, and it 
would be my guess that it would have cost several million dollars more to con 
struct the plant than we have in it, which is around $} million. This plant is 
too small for an alumina plant and not large enough for a sizable cement plant 
We could get stuck with quite a loss in a year from now. 

I suggest that even if the Congress comes up with the money for a continua 
tion for perfecting this process that the Bureau of Mines is working on, that 
we work out a plan whereby we can sell the plant at the earliest possible mo 
ment, because my observation is that the Bureau will continue perfecting this 
process for another year. Even when they get through it is doubtful whether 
the ore can ever profitably be used by industry, because it contains only about 
one-half the alumina content that is in bauxite. 

Further, if the plant was worked to capacity and the 60 tons of alumina was 
sold at $50 a ton, I think it would be hard to show that the processing of TOO 
tons of other material would still run at about $50,000 a month loss. I do not 
wish to belittle any of the splendid work that has been done by the Bureau of 
Mines or the money that has been spent. I am thiking of GSA and how we 
could sell it in the future if the Ideal people would pull out and the Monolith 
people remain the only potential buyer. 

I am told the carbinators in building B-2 would not be used in cement mak 
ing, but could be sold to the sugar industry. All of the equipment is standard 
as used, and this plant I am told by engineers could produce as much best grade 
cement as is now produced in the Monolith plant adjoining. 

A panorama in the brochure shows the alumina plant to the left and the 
Monolith plant on the right side of the picture, with moving conveyor, and the 
original building of the plant which was set up so that Monolith could crush 
and grind the ore and then transmit it to the Government plant. 

The Bureau of Mines has taken down and now installed this conveyor or 
the Government property. 
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It would appear that we may have a hot potato before we get through with 
this deal. 
If I ean furnish any further information, please advise me, and also whether 
or not Iam to contact the people who talked with Mr. Mansure in Washington. 
Very truly yours, 
Orro G. Kietn, Regional Director. 


Another letter on the same stationery, the same dateline, the same 
date, addressed to Mr. Edmund F. Mansure, Administrator, GSA, 
Washington, D. C.: 


Dear Mr. Mansure: Mr. Max Elliott called me on the telephone and asked 
me to go to Laramie and make a report to you on that plant as I saw it. 

This plant was constructed by the Defense Plant Corp. during World War II. 
The plant was put in standby condition in 1946. In 1951 the custody of the 
plant was transferred to GSA from RFC. GSA leased the plant to the Bureau 
of Mines, Department of the Interior, for operation for a period of 2 years 
with the option of 1 year extension. The purpose of operating this plant was 
to demonstrate the practicability of producing alumina for the aluminum in- 
dustry from aluminum silicate, such as anorthosite. The project was started 
in fiscal 1951, when $347,110 was appropriated to the Bureau of Mines to com- 
plete construction and prepare it for operation. The project was expected to 
last 2 years and it was estimated it would cost about $1,000,000 a year for 
operation. 

The.ebjective of the project was to make a complete technologie and economic 
appraisal of the limestone process for recovering alumina from aluminum 
silicates. 

The building and facilities are located on a 40-acre tract of Government- 
owned land. This is a complete plant in which the Government has invested 
over $5 million. 

RFC reports an acquisition cost of $4.6 million, and I am informed that the 
Bureau of Mines has spent $500,000. 

The plant has a capacity of 700 tons of material of anorthosite limestone, 
and will produce 60 to 70 tons of alumina per day. Full-scale operation would 
employ about 175 employees. At the present time they have about 125 employees. 

The Bureau of Mines installed a pilot plant in September 1952. In December 
1952 the plant itself was started. 

There are 11 successive operations in the plant, 6 of which take place in 1 
building, and 5 in another. 

In my discussions with the different members of the Bureau of Mines it 
would appear that if the Bureau of Mines in Washington would approve an 
arrangement could be worked out whereby GSA could sell the plant to private 
industry, and the buyer, the Bureau of Mines, and GSA could work out a 
working agreement whereby the buyer could use approximately one-half of the 
plant for the development of cement, and the Bureau of Mines the other half 
for the development of alumina. 

While this a continuous process, I am told that this is practicable. 

The plant was never intended to become other than an experimental plant 
to prove the practicability of using large quantities of anorthosite that is in 
abundance around Laramie. The anorthosite ore contains only about one- 
half as much alumina as could be produced from bauxite. Should the Bureau 
of Mines obtain the money from Congress to continue their operations, they say 
they will be definitely finished by July 1, 1954. 

All of the money that has been expended in moving the crushing plant, et 
cetera, is to become a part of the property. They would remove, however, 
the pilot plant, and some minor machinery. 

From my observation and discussion with people, it would appear that all 
of the plant could be used in the manufacture of cements with perhaps a few 
specialtized piece of equipment. Therefore, my recommendation to you would 
he that some plan be worked out whereby GSA dispose of the plant at the 
earliest opportunity along the lines suggested above in which the buyer and 
the Bureau of Mines could work out a reasonable practical method of operation. 

For your information, the plant has been screened by the Department of 
Defense in January 1951, but has never been declared surplus by the Central 
Office of GSA. 
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In Mr. Elliott’s telephone call he said Mr. Dobbins and Mr. Mathews were 
in Washington, and when they came back to Denver they would contact me. 
I have heard nothing from them and will not make contact until I hear further 
from you. 

Very truly yours, 
Orro G. Krein, Regional Director 

Mr. Brooxs. Thank you. May we go off the record. 

(Discussion off the record.) 

Mr. Brooxs. Would you like to submit a statement now, to make 
your statement at this point? 


TESTIMONY OF EDMUND F. MANSURE, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Mr. Mansvre. | would like to make a general statement, too, Mr. 
Chairman. 

Mr. Brooks. Will you be sworn? Do you solemnly swear that 
the testimony you are about to give will be the truth, the whole truth, 
and nothing but the truth, so help 7 you God? 

Mr. Mansure. Yes. 

I would like just to clear up a few things. I think probably they 
were misunderstood and might be misconstrued. 

First of all, I sort of sense a feeling that there was a prejudice re- 
garding this whole transaction on the part of GSA or some individuals 
in GSA. That is not the case, because, after all, it is my final re- 
sponsibility, and I have to make the decision. 

When I first heard about this property it was shortly after I came 
with GSA, which was May 2, 1953. 

I know I heard about it in June. The letter which was just read 
from the Ideal people would establish the date. It was prior to that 
time. 

In the beginning my own personal feeling was from an operating 
standpoint that the Monolith people would be the logical ones to 
take this property over because of the physical location of it. 

The Ideal people called on me merely to state that they were inter- 
ested in the problem, and to ask me if it was a closed thing, or if other 
people could bid on the property. I was not very familiar with our 
procedure at that time, but I was able to give them an immediate 
answer, because I would never approve anything where other inter 
ested parties would be shut out, whether we had to give them the 
opportunity to bid on it or not. 

Afterward I found that that was our method of procedure. 

Now, the thing I am going to say is this. I am going to be very 
frank. You have to have my reaction on this, on what my thinking is. 

I asked for the approximate value of the plant, and I was told that 
it was somewhere under $2 million. That is what was talked about. 

bai have already had testimony that it is $1.8 mililon. 

said, oo much are the Monolith people willing to pay for this 
property 
“Around $550,000.” 

It was actually $545,000. 

This becomes strictly a horse-trading proposition. If somebody is 
interested in the piece of property, they have to come somewhere near 
the value of that property before they can get serious consideration. 
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My thinking was that when this property is worth—when there was 
a cost value of $4,607,000, and a reasonable fair value in 1953 of $1.8 
million, I do not think that $545,000 is a substantial offer for the 
property. 

There was no prejudice involved in it at all. It was just a question 
of sound business judgment. 

Then the price was rasied to $600,000, and finally it got up to 
$1,110,000. 

The primary interest of GSA is to get as much as we possibly can for 
a piece of property. 

There is another misunderstanding on the advertising of the prop- 
erty. That is a question of judgment. Maybe there should have been 
2 or 3 advertisements. Maybe the advertisements should have been 
more of the display type, but we all know from our own experience in 
business transactions that if there is a piece of property available, and 
the value on that property is worthwhile for somebody to make money 
out of that property, they do not need to be notified more than once 
about it, or otherwise they are not a very good business organization. 

We notified 21 companies in this type of business. If those com- 
panies were not notified the second time, they did have the original 
notification. If I were in their place, and I think that any competent 
business executive, if they were interested in the property, would have 
followed that up until a final conclusion was made. That was not 
done. 

We only had 3 people that showed a definite interest in the property. 

Then we had to negotiate because we had no other alternative. So 
our reason for negotiating was to try to bring the price of the property 
up from, in my estimation---whether anybody else agrees with this or 
not—a figure that was entirely too low on the original offer, and 
the second offer into some phase that had a relationship at least to 
the fair value of this property. 

I want to clear up another thing, Otto Klein’s letter, our regional 
director’s letter, in Denver, because Mr. Klein is a very competent 
individual. He has an excellent operation in that region and his 
phraseology at times is probably local, or more or less like we would 
talk in the vernacular of the locality. When he refers to a “hot 
potato,” what he is referring to is that we have to get a reasonably fair 
value on this property, plus the fact that it is a political issue. 

And when I use the word “political,” I am talking entirely non- 
partisan. By that I mean that it is a question of the people in this 
city of Laramie wanting employment for people in that city, a local 
industry in that city wanting to get the property, an industry in an- 
other State, a competitor of a company in the State of Wyoming in- 
erested in the property. 

We had Senator Hunt interested in it; Senator Barrett in it; a 
Member of Congress interested in it; and Governor Rogers called me. 
That is how the matter opened up. 

I think Governor Rogers called some time along in the fall of 1953. 
His interest was not any particular company. His interest was that 
he had been told that we were going to cannibalize this property. I 
assured the governor that he had been misinformed; that that was one 
of the things we were not going to do, that is, sell the property for 
serap. : 
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He wanted to keep the employment there. I agreed with him that 
his position was sound and that we would do everything possible to try 
to assure employment in the property. 

Out of all of these negotiations my own personal reaction—whether 
anybody else’s was or not—is that we were not talking about the sale 
of an alumina plant, but we were actually talking about the sale 
of a plant to be used for the making of cement. ‘That was the value in 
this plant. It was not a question of just 1 year’s extension on whether 
alumina could be made there. We know that alumina could be made 
there. It cannot be made commercially. And as the testimony 
brought out this morning, the amount that you can produce is just a 
drop in the bucket. 

So my approach to this is, what is the value of this property as a 
voing property in the cement business to give employment to the 
people 1 in that community ? 

If there are any questions on that, I shall be glad to answer them. 

Would you like to go ahead, Chairman Brooks, with the questions 
that you wanted me to cover particularly / 

Mr. Brooks. I might say that certainly in behalf of the subeom- 
mittee we share the interest of the fine Senators and Congressmen 
from Wyoming and your own interest in seeing that the plant is con 
tinued in operation. Of course, we would not want to see it scrapped 
when we could maintain a plant that somebody could make a profit 
out of and that people could work in, and you could keep your local 
butcher shop and groceryman making a living and the people prosper 
ing and paying t: oo et cetera. We all share that interest. 

Mr. Mansvre. I did not mean to infer that you did not. I meant, 
that was the governor’s concern in the beginning. That is what | 
wanted to straighten out on our original thinking. 

Mr. Brooks. I just wanted to clear that up, because certainly we 
all share that interest. It is the most bipartisan interest we have. 
We want everybody to do well. I did not want to go into the back 
ground. I wanted to bring out a little more, before I brought up 
some questions, as to whether or not it could produce alumina; for 
example, whether or not it was sold as a cement plant, whether or not 
it could be used as a cement plant where aggregate is, a related item, 
to the cement business, and the other questions involved in that. 

It may be that the other members at this time would like to discuss 
with you some questions that they already have in this instance. 

Mr. Younger, did you at this time want to ask some questions? 

Mr. Youncrer. The only question I might raise here is this: 

In the letters so far introduced there was clearly a prejudice, I think, 
on the part of the RFC, but I have not seen any evidence here in any 
of the letters or the memoranda that came from the GSA that there 
was any prejudice shown or exercised by members of that organiza- 
tion. 

Mr. Brooks. Mr. Gumbel was a staff member of GSA. 

Mr. Youncer. Was not that memor: andum to the effect, as I recall, 
that he was merely repeating what the RFC people had told him? 

Mr. Brooks. I do not know where he got his source of information. 
These are chronologically arranged. I think we have to get the whole 

"7 ture before you see the i a that you might have received. 
[ do not quarrel with the GSA. If they have some reason, or if they 
do not like Monolith or whoever they do not like, that is peetectte 
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within their rights. My own question was as to whether or not that 
might have influenced getting a lesser amount for the property. 

Of course, I do not think that the public is interested in whether 
they are friendly corporations or unfriendly corporations that pur- 
chase these plants or not. I am sure that essentially that is your 
viewpoint. 

Mr. Mansur. I can say in all sincerity that I have never once—at 
least, I have never heard it, and this also points to my thinking—any 
prejudice on the part of our people toward one of these companies or 
the other. 

As a matter of fact, except by name I did not know these companies 
prior to the time this came up. And I know very little more about 
them now, other than this particular transaction, but as far as their 
business or their size is concerned, I know that one is larger, but how 
much larger I could not tell a thing about these companies. I have 
never followed them. I do not know the personnel, other than to have 
met them. And I certainly have no prejudice whatsoever, in the be- 
ginning or even now, except to get the most money that we can for 
the Government. That is the only prejudice I have. 

Mr. Brooks. I share that particular prejudice. And when one of 
them offered $1,050,000, and that was Ideal’s bid as scrap, and then 
3 days later, on the 27th of that month, the other company, Monolith, 
offers $1, 110,000, and then when that deal is apparently consummated 
and apparently agreed to, even by the testimony we have heard so 
far, there seemed to have been an understanding from your counsel, 
Mr. Moody, who said that it was the consensus—it was his under- 
standing of the opinion of the people that it would be sold at the 
$1,110,000 figure, subject. to a written approval by the Bureau of Mines, 
I think, and then on the 14th of September, or the 15th, apparently 
they decided not to sell it to them, to reject that bid; they notified one 
of the appliants—it happened to be Ideal—but it could be “X” or 
“Y”—they notified one applicant and said: 

“We are not going to take your competitor’s bid, and we will accept 
a supplemental ‘bid from you.” 

When the supplemental bid came in, you did not give that same op- 
portunity to “X,” in this instance Monolith, and if | they are going to 
jump that price up $90,000 every time you suggest that you are going 
to study it a little longer, it would suit me if you kept studying it for 
a couple of months. 

In other words, I think that Monolith would have offered more 
money, and that it may be that Ideal would offer more money, and I 
would love to see them bid against each other until we got $1,800,000, 
which seems to be the genuinely agreed fair market v alue of this piece 
of property. 

Mr. Mansurr. I believe that is excellent, but I was not present at 
the meeting but I was informed, and I believe in Senator Barrett’s 
office, whichever Senator's office the meeting was held in—Monolith 
said that was their top figure. So then we were horse-trading from 
there on, and we got then an offer of $1,200,000, so that was just 
$90,000 better than the best offer we had up until that time. 

Mr. Brooks. Pardon me. Up to that particular point—I know 
they have made much of it—if you and I have agreed that we are 
going to sell that pitcher for 85 cents, and I say, “Yes, it is yours, and 
I will give you 85 cents for it,” while I am getting the 85 cents out of 
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my pocket you say, “Well, I really would like 90 cents for it,” my nor- 
nial feeling would be to tell you, “I am not going to give you one 
more penny. We made the deal for 85 cents. It was agreed to by 
both parties. [am not going to give you any more money.” 

You might insist on some more. And I never would give it to you 
if ] thought T already had made the deal at 85 cents, and that I thought 
you were obligated to deliver that tome at 85cents. If yousay, “Weil, 
Tam not obligated to sell it to you at 85 cents—we are going to open 
up bidding, it is an antique, and it is a very fine piece of. crystal made 
in E ngland, brought over by my great grandmother and worth $45,” 
under those circumstances, if I have an opportunity, | might very 
well raise my bid of 85 cents, particularly if John Moss would offer 
you $1.50. 

I think that is the poggtion that these people were in. | think there 
is nothing wrong with encouraging them both to pay at least what the 
fair market value at the highest and best use of this property is, which 
was $1,800,000. 

Mr. Etniorr. At whatever time it is appropriate to the committee, 
I would like to be heard on that, because I was present at that meeting 
in Senator Barrett’s office. 

Mr. Brooks. He will be here tomorrow. 

Mr. Exnio1tT, That is not my recollection of how the meeting went. 

Mr. Brooks. You do not agree with Mr. Moody’s interpretation and 
his understanding of the conference / 

Mr. Exuiorr. I agree with it, but 1 do not think he expressed him- 
self clearly ; at least, he did not e xpress my feelings. 

My feeling at the end of that conference was that we would probably 
ultimately sell it to Monolith, because I did not think we would get a 
Letter bid. 

Specifically, what we said at the end of the meeting was that we 
would check with the Bureau of Mines, as Mr. Moody testified, to see 
what their reaction was as to whether or not they would be permitted to 
vbserve the experiments. 

We also said that we would have to go back and discuss this with 
Mr. Mansure and make recommendations to him. 

We urged Mr. Burnett, the president of Monolith, at that «on- 
ference—we told him the price was too low. We also told him that 
we wanted some affirmative assurance that the plant would be used in 
place. 

He said that on the affirmative assurance he would not give us any- 
thing beyond the regular mortgage covenant not to remove the 
premises. And on that, and on the price, he said, and I am going to try 
to quote him to the best of my recollection, he said: “I have offered 
iny final concession on use, and I have offered my final dollar on price. 
If you do not like that, take it to Ideal—take it to somebody else, but 
do not bring it back to me.” 

That is my recollection of his statement. 

Mr. Brooks. At that time he thought you had obligated yourself 
to sell? 

Mr. Exxtorr. We had not obligated. We had made no commit- 
inent or anything of that kind. He put this proposition in and we 
iad been t: alking | to him. Then we had this final meeting at Senator 
Barrett’s office. 
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At the time we left the meeting, when I walked out—I was not 
happy about this, 1 will be perfectly frank, but I did not think we 
were going to get a better one. 

I was prepared to go back; in fact, we did go back and tell Mr. 
Mansure we were not too happy about it, but probably the best dollars 
he could get. 

Mr. Brooks. You do not think it would have been in order to give 
these people an opportunity to give you some more for the property ? 

Mr. Exusorr. The man had said, “Do not come back to me.” 

Mr. Brooks. I never will forget having been in China when I was 
inthe Marine Corps. I used to walk to the edge of the shop, and walk 
out of the shop, and say, “I am not going to give you that much 
money.” 

And they would say—they would cry, secre#m, and holler, and then 
call you back. And you can make a better deal. 

I just hesitate to turn down people who are willing—who might 
be willing, I will say, at that point you would have thought they might 
be willing—lI think now they are. 

Mr. Exurorr. [ will tell you, | walked out with the impression that 
Monolith was in the same situation as the man who has been at the 
auction where your grandmother's antique pitcher was put up and he 
shook his head at the last bid of the auctioneer, and walked out of the 
door. 

Mr. Brooks. But he still remained there and hit that hammer twice. 
Ife could still have a chance to bid again, although he had previously 
not bid. 

Mr. Moss. Do you not feel, perhaps, that Monolith was in the posi- 
tion of feeling that the auction had been closed at that point and that 
it would be rather foolish to bid against themselves ? 

Mr. Exxirorr. They had no option. 

Mr. Moss, I understand that, but it certainly appears that at that 
moment they thought that they were the high bidder. There was a 
fair amount of evidence to indicate that you would accept their bid. 
Would vou reasonably expect them, then, at that point to up their own 
bid, in effect bidding against themselves ? 

Mr. Exuiorr. As I recall, sir, at the time the bids came in from the 
three bidders, it was 3 days after that that Monolith came in, that is, 
after everybody's cards were exposed—they came in and then made 
this $1,110,000 offer. 

Before the meeting in Senator Barrett’s office, | know there were 
conversations. TI did not take part in them, but I am sure that the 
Monolith people had been told that we still thought that price was 
too low and we needed a higher price, and we needed more assurance 
on usage. 

Mr. Moss. Did you go back to them after you received the bid of 
the 16th of September from Ideal? 

Mr. Youncer. I think that there is evidence here, at least in the 
file, that there was a meeting held out in Laramie, Wyo., in April, 
after allofthis. Another joint meeting out there, in which apparently 
Monolith reaffirmed the position that they had taken, that they would 
not offer any more. 

Mr. Moss. September of 1954. 
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Mr. Brooxs. That bid was not placed until the 27th of, what, June 
or July—the supplemental bid of Monolith was not placed until well 
after April. 

Mr. Trompson. It was September 24. 

Mr. YounGer. Out there. 

Mr. Brooxs. That was not a meeting with Monolith. 

Mr. THompson. Yes; it was. 

Mr. Moss. That is:the occasion where Monolith was informed that 
Ideal had outbid them, and their bid would be accepted, was it not? 

Mr. Exciorr. That is correct. 

Mr. Moss. Did you at that time give Ideal or Monolith an oppor- 
tunity to exceed the bid of Ideal? 

Mr. Exwiorr. Sir, all I can say is that, first of all, after the bids 
came in from the three bidders, the second bidding, if you will, Mono- 
lith was then given this opportunity to negotiate additionally for 
price. 

Then later, when we thought we would have to take the Monolith 
bid because we could get no better and we notified Ideal that we were 
rejecting, then they asked for consideration. So they had considera- 
tion. So, at that point, both sides were even. 

Mr. Moss. At what point did you inform Monolith that you were 
not accepting their bid and were negotiating further with Ideal? 

Mr. Exxiorr. I believe that the final decision was made at the Sep- 
tember 24 meeting in Wyoming. 

Mr. Moss. Apparently at that meeting you were prepared to sign 
an agreement with Ideal ? 

Mr. Exuiorr. I would say this, sir, insofar as I had responsibility, 
inasmuch as Mr. Moody works on my staff—that he went there pre- 
pared to close on the best possible deal that he could find out in Wyo- 
ming for this property, and nothing better than the Ideal bid came 
up. 

Mr. Moss. Had advance notice been given to Monolith of the meet- 
ing and the conditions of the Ideal offer to permit them to prepare 
a better bid ? 

Mr. Extiorr. All I can say, Congressman Moss, is that J did not, 
so far as I know—GSA did not arrange that meeting. I cannot speak 
for our regional director. We did not notify Monolith. I assumed 
they had know ledge, because they were present at the meeting. 

Mr. Moss. { am ‘interested in one other point, while we are on this. 

Did you ever formally check with the Bureau of Mines for their 
attitude on the verbal assurance of Monolith ? 

Mr. Moopy. Formally? No, we never did issue the letter. 

Mr. Moss. You indicated in this letter there had been a telephone 
conversation, 

Mr. Exxiotr. That is right. 

Mr. Moss. And the Bureau of Mines had requested a written re- 
qn from you. Apparently, you never followed through and made 

iat written request. 

Mr. Moopy. No. The new offer came in before that formal action. 

Mr. Moss. At that point, then, apparently you foreclosed any fur- 
ther consideration of Monolith and proceeded to negotiate with Ideal 
for a better deal if it were obtainable. 
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Mr. Exniorr. We did not foreclose any consideration of Monolith. 
Monolith could have at any time, including the 24th of September, 
come in and made us a bid. 

Mr. Moss. At what point did you inform them they could do that? 

Mr. Exuiorr. They knew that all along. They knew that in Senator 
Barrett’s office when Mr. Burnett said that he would not go any 
further. We urged him 

Mr. Moss. How did they know it? You notified Ideal that you 
were going to accept the Monolith offer, and then they asked for 
additional cime to submit an additional offer, but at what point did 
you, and by what method, inform Monolith that you were going to 
reject their offer and negotiate further for a better price / 

Mr. Exviiorr. We did not reject at any time. We had not rejected 
the other offers, but it was certainly open from the time in Senator 
Barrett’s office, and after we left Senator Barrett’s office it was 
open 

Mr. Moss. That was on the 24th? 

Mr. Exuiorr. No, sir; this was the meeting here in Washington, 
on the 8th, for them to come in and offer a better price. 

Mr. Moss. In chronology, we go from the 8th to the 14th, the offer 
of the 16th, and the subsequent meeting on the 24th, and between the 
meeting on the 14th at which the offer of Monolith appeared to be the 
best possible offer, and the meeting on the 24th, there was the change 
in further negotiations which were entered into with Ideal. 

Mr. Exuiorr. That is correct. 

Mr. Moss. When did you inform Monolith that you were nego- 
tiating further with Ideal and that you would entertain from them 
a different offer, or did you? 

Mr. Exuiorr. We did not inform them at that time. However, 
when the bids were opened, the three bids originally, a full oppor- 
tunity was given all of them to come in and negotiate with us. Mono- 
lith was the one that elected to do it. They came in and talked. 
We did not tell Ideal that we would talk to them, but our door 
was open. 

Mr. Moss. Did you tell Ideal what Monolith had offered ? 

Mr. Exuiorr. No, sir. 

Mr. Moss. At no time? 

Mr. Exniorr. No, sir. 

Mr. Moss. Did they know? 

Mr. Exxiorr. So far as I am personally concerned, and so far as I 
am aware of, any of my associates 

Mr. Mansvure. To our knowledge, they were never notified. They 
were not notified by our people. 

Mr. Moss. They had no idea of the bids that had been made by 
Monolith? ; 

Mr. Mansure. Unless they picked it up through conversation. 

Mr. Exxiorr. They did not get it from our own GSA people; no, 
sir. Nor did we do it with the other. 

Mr. Mansvure. Whether they knew or not, I do not know that. 

Mr. Moss. Did they show an interest in the September 24 meeting 
to negotiate further ? 

Mr. Exxiorr. [ would have to answer that I was not there. 

Mr. Moopy. My recollection of the request made by Monolith at the 
September 24 meeting was an open meeting—a whole number of 
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people were there—and this whole problem was explored somewhat, 
as it has been here, in somewhat less detail. Mr. Russell was there 
for Monolith. It was a request to reject the bids and readvertise the 
property. : 

Mr. Moss. That was the suggestion of Monolith ? 

Mr. Moopy. That was Monolith’s position. I do not recollect—I 
‘um not prepared to state positively a way or - other, but my recol- 
lection 1s that they did not offer to increase their bid or make a higher 
bid at that point. Their position was, “Do not go ahead with this, 
but put it out and give everybody a chance again. * That is my recol- 
lection. 

Mr. Moss. If they were interested in further opportunity to com- 
pete, it must have indicated that they had some idea or some intent 
of increasing the amount of their offer. 

Mr. Brooks. I think that at this point I would like to point out 
that we did ask to have Mr. Klein here. Mr. Mansure very kindly 
had all of the other people here that could be. 

He felt there would be sufficient information in the files to justify 
Mr. Klein’s activities. He is making every effort to avoid incurring 
traveling expenses and to conserve the limited funds available, for 
which we commend 7 

Mr. Mansvure. Thank you. 

Mr. Brooxs. Although we miss Mr. Klein. 

Mr. Ex.zorr. [| would like to make one point clear that I am afraid 
I have not, in answer to Mr. Moss. 

At no time did we indicate to any of these firms that we were nego- 
tiating exclusively with any one. When we were having our conver- 

sations with Monolith there was no implication that they were the 
only ones that we would talk to. I am sure they did not have that 
impression, in the ight of Mr. Burnett’s own statements about taking 
it to someplace else. 

Mr. Moss. I have had nothing available to me. I have not had the 
opportunity of studying the files, other than the verbal statements 
made here today and the mimeographed summary from GSA. 

Just from this summary, I think primarily it seems to me, were I 
in the position of Monolith at the September 14 meeting, | would 
probably have felt that I had a deal, and from that meeting to the next 
meeting of September 24, certain things occurred, and having notified 
the one party and permitting them to enter into further negotiations, 
! would feel there was some obligation to notify Monolith that you 
were negotiating further with Ideal for a better price. 

Mr. Euuiorr. Well, sir, as far as any impression, of course, folks 
do get wishful thinking. I do it myself. 

Mr. Moss. I am t: aking it from your own statement. 

Mr. Exniorr. I recognize that, but there “ as one thing omitted from 
that statement, and I do not know why. I did not prepare it. That 
is when either Commissioner Strobel or I left Senator Barrett’s office, 
we did make a very definite statement that we would have to cons sult 
with Mr. Mansure and make our recommendations to him; that it 
would be his decision. We always have to check. 

Mr. Moss. That is normal procedure, is it not ? 

Mr. Exurorr. Yes. 

Mr. Moss. This plant had an acquisition cost 

Mr. Exuiorr. That is correct. 
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Mr. Younger. I have a question that has to do with this question 
cf whether they negotiated. 

As I get it, GSA did not negotiate with Ideal after that date. Idea] 
asked them to delay, and then submitted another bid. GSA did not 
ask them to submit another bid, nor did you negotiate with them in 
the sense of negotiation. They were the ones that took the initiative: 
is that true? 

Mr. Exuiorr. That is correct. 

Mr. Moss. Further negotiations were had. 

Mr. Youncrr. GSA did not negotiate. They did not initiate any- 
thing. 

Mr. Moss. ‘The intent, apparently, was to accept the Monolith bid. 

Mr. Brooks. It was in reply to a notification by the GSA that they 
were prepared to accept the Monolith bid that they received a wire 
the next day, as I understand it. 

Mr. Youncer. I do not think the file is clear on that, either. 

Mr. Brooks. It has not been completed here. I think the chrono- 
logical outline of exactly what happened i is essential to a real under- 
standing of this problem, so that is why I have been hesitant to get 
into a real discussion with the fine General Counsel for the GSA and 
the Administrator. 

Mr. Moss. I have one other point. Again, it is a conclusion pn 
from the statement here. 

At the meeting of September 24, apparently a final decision was 
made ? 

Mr. Exxiorr. That is correct. 

Mr. Moss. Why was it not necessary to refer that decision as the 
result of that meeting to Mr. Mansure for acceptance, as it was in the 
case of the September 14 meeting ? 

Mr. Exuiorr. I think I can answer it; if it would be agreeable, I 
would like to have Mr. Moody answer it, because he is the man that 
had the instructions and the authority and ‘went out there. 

Mr. Moony. It was my understanding, sir, when I left here to go 
to Wyoming in response to the Administrator’s instructions, that he 
did approve this sale for $1,200,000, subject to the terms and conditions 
of the offer, and modified in the formal Government way, subject 
to ascertaining at the meeting in Laramie that the local people out 
there felt that the operating plans of the offerer met the local require- 
ments. 

So far as the Government’s top dollar was concerned, we had 
the best offer we had received at that point and the judgment was made 
that that should be accepted. If we got a better offer, I am sure the 
Administrator would have expected me to exercise judgment not to 
close the deal. 

Mr. Mansure. That is correct. 

As a matter of fact, I instructed our regional director, Klein, that 
we wanted to make sure that whenever we accepted that—whatever 
we accepted was satisfactory to the locality there, not to any indi- 
vidual or firm, but to the people, because I had assured the governor 
that that would be our approach to it, to get the most you can, I told 
him. 

Mr. Moopy. I remember. 

Mr. Moss. In your opinion at that point, your authority to Mr. 
Moody to conclude the deal, if it met local needs—did you mean to 
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imply that if there was a possibility of negotiating further or accept- 
ing further bids, that would bring it above the $1,200,000 figure, that 
they should be closed out? Did you intend that that was the day 
when you were going to do business, regardless, or, if there was some 
possibility of a better price, should it be explored further 

Mr. Mansure. That was to be the windup date, but we are always 
open for better offers. 

Mr. Moss. Or the possibility of a better offer ? 

Mr. Mansure. Yes. 

What I was informed on that meeting is that we had exhausted 
abour all of our resources upon it, so that is why we went ahead with 
this price. 

Mr. Moss. For the moment, Mr. Chairman, those are all of my ques- 
tions, although I would like the opportunity to go further into it after 
we have the chronological file. 

Mr. Brooxs. I would like very much to do that. It is very touchy ; 
you have to get the whole picture, I think, before you can evaluate 
this too well. 

I would like to present the rest of that after a 10-minute break. I 
think that we can complete laying that out this afternoon without any 
difliculty. 

Mr. YounGer. Do you want to finish the questions ¢ 

Mr. Brooks. I have no further questions for Mr. Mansure right 
now. 

I appreciate your coming back this afternoon. I think that tomor- 
row ufternoon we can. 

Mr. Mansure. I would be very pleased if you want to introduce 
these in the record later. We have answers to your specific questions. 

Mr. Brooxs. These are the answers to what questions ? 

Mr. Mansure. These are the questions which we received from the 
staff. 

Mr. Brooxs, Those questions; yes, sir. 

Mr. Mansure. We have answered those which might be helpful 
in the overall. One of them has already been answered in former testi- 
mony, so we just dropped it. 

Mr. Brooks. Good. We will adjourn now until 9:30 in the 
mornning. 

(Whereupon, at 4:35 p. m., the subcommittee recessed, to reconvene 
at 9:30 a.m., Friday, April 15, 1955.) 
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NEGOTIATED SALE OF A GOVERNMENT-OWNED DEFENSE 
PLANT NEAR LARAMIE, WYO. 


FRIDAY, APRIL 15, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON SPECIAL GOVERNMENT ACTIVITIES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 9:30 a. m., In 
room 1501, New House Office Building, Hon. Jack Brooks (chairman 
of the subcommittee) presiding. 

Present: Representatives Brooks (presiding), Hardy, Moss, Reuss, 
Younger, and Krueger. 

Also present: Representative Thompson (Wyoming). 

Mr. Brooks. Gentlemen, the subcommittee will resume its hearing 
on this matter. 

I would like, first, to introduce for the committee some correspond- 
ence I have received from people who are interested in this matter, 
one being a telegram with a received date of April 14, saying: 

The closing of test operations of Ideal Cement Co. has cut my selling com- 
mission by $60 per week besides putting several of my customers originally laid 
off by Hanna Coal Mining interest who would of had steady employment here. 
We think you are breaking faith with Ideal Cement Co. and the community of 
Laramie which has proven its benefit to the community. 

JAMES J. SLATER, 
District Salesman, Amana Freezers and Food Plants, Ballard Locker 
Service Distributor. 
Another telegram received April 8, 1955, addressed to: 


JacK PROOKsS, 
Chairman, Special Government Activities Committee, Committee on Govern 
ment Operations, House of Representatives, Washington, D. C.: 

Closing test operations of the Ideal Cement Co. will cut our daily gross profit 
of $30 a day. Our business which employs 46 people is one of the many which has 
profited by this activity. Ideal has shown what it would mean to this community 
to have heretofore one idle plant operating in the vicinity. You are breaking 
faith with the Ideal Co. and the people of the community by breaking their 
contract. We feel that they have proven their business would be an asset to the 
community. 

Yours truly, 
Tue Cuer Care, Jess L. Speight, Owner. 

Next is a letter from the United Mine Workers of America, dated 
April 7, 1955, as follows: 

Hon. JAcK Brooks, 
Chairman, Special Government Activities Subcommittee, Committee on Gov- 
ernment Operations, House of Representatives, Washington, D. C. 
DEAR Sir: We of district 50, United Mine Workers of America, region 52, ask 
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of the Laramie alumina property located at Laramie, Wyo., to the Ideal Cement 
Co., of Denver, Colo. It has become necessary to close down this plant from 
their trial operations until the above agency of the Government contirms the 
purchase of this property by the Ideal Cement Co., and throwing approximately 
55 men out of employment. 
We trust you will do everything in your power for the confirmation of the 
purchase of this property by the Ideal Cement Co. of Denver, Colo. 
Thanking you in advance, I am 
Respectfully yours, 
LUTHER COLE, 
Regional Director, Region 52, District 50, 
United Mine Workers of America. 


Next is a letter received April 12, 1955, from the Laramie Building 
and Trades Council, Laramie, Wyo., as follows: 


Hon. JAcK B. Brooks, 
United States House of Representatives, 

Washington, D. C. 
DEAR CONGRESSMAN: In view of the fact that organized labor was excluded 
from the meeting of September 24, 1954, held in Cheyenne, Wyo. at which time the 
sale of the Laramie alumina plant was the subject of the meeting, this office 
takes the position that neither this meeting nor the sale of this plant was con- 
ducted in the best of faith to the general public. 
We feel that since organized labor represents approximately 90 percent of the 
population of this city, the Laramie Chamber of Commerce should have requested 
a representation from our group to be in attendance at the September meeting, 
due the fact that we are not only familiar with the construction of the plant but 
with the operation in all respects, and in so being, we are in a position to intro- 
duce facts that would have been of great importance to all parties concerned ; 
these facts, I am sure, the Laramie Chamber of Commerce had no knowledge of ; 
therefore, we are doubtful if the Wyoming Natural Rsources Board had been 
properly informed as to what transpired in previous meetings relative to the 
sale of this plant, which leads us to believe that it is quite possible that the 
Monolith Co. was discriminated against and not given the consideration they were 
justly entitled to. 
We realize the fact thrat the Monolith Co. is responsible for the construction 
of the alumina plant, and through their outstanding efforts has prevented a 
cannibalization of the plant; they are responsible for the process for which the 
plant was designed and constructed. The Monolith Co. was largely instrumental 
in obtaining the initial congressional appropriation for the Bureau of Mines for 
experimental work for the production of alumina, which was the intent of 
Congress. 
The Monolith Co. not only devoted their time and efforts for the production of 
alumina which was to be quarried from the millions of tons anorthosite de- 
posits controlled by that company, but they made a complete survey of the 
United States market for special aluminas other than those used for the pro- 
duction of metal; therefore, they assured the citizens of Wyoming and the po- 
tential customers that their intention was to operate the plant for the production 
of aluminia and not a lesser important material. 
It is our firm belief that the Monolith Co. should be given preference in the 
sale of the alumina plant in order to guarantee the production of alumina which 
is of vital importance at this time, and further, to afford an expanding alumina 
production in Wyoming plus the production of aluminum metal which embraces 
electrical power derived from the huge Wyoming coal resources, 
We would be most appreciative if you would introduce this information to the 

delegation in assembly at the meeting of April 14, 1955. 

Sincerely yours, 

W. J. WALTER, 
Business Representative. 


I have another letter from the United Mine Workers of America, 
Local Union 13906, District 50, Route 1, Box 24, Laramie, Wyo., 
dated April 7, 1955, which is as follows: 
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Hon. Jack Brooks, 
Chairman, Special Government Activities Subcommittee, 
Committee on Government Operations, House of Representatives, 
Washington, D. C. 

Dear Str: I, Roy Sweetland, president of Local Union 13906, District 50, 
United Mine Workers of America, have been instructed by the members of this 
union, who are employees of Great Western Aggregates, Inc., at the Laramie, 
Wyo., plant, to write to you concerning the designation of title to this plant. 

It is the feeling that too much time has been consumed in settling this 
matter. We hope that the hearings to be held on April 14 will be completed 
as soon as possible and that the Ideal Cement Co. will obtain title to this 
property, so that they can resume operations. 

It is the general opinion of the local business people and public, known by 
the members of this union, that our community is being deprived of a new 
industry operated by a just and fair company. 

The closing of this plant, while this matter is being settled, has caused approxi- 
mately 75 men to be put out of work. 

We respectfully request that you will keep our welfare in mind during your 
deliberations. 

Sincerely, 
Roy SwEETLAND, President. 
ce: Mr. Byron Wilson, Chairman, Wyoming Natural Resources Board, State 
Capitol, Cheyenne, Wyo. 


I have another letter from the United Mine Workers of America, 
District 22, Wyoming-Utah, dated April 11, 1955, which is as follows: 


Hon. Jack B. Brooks, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Brooks: In behalf of District 22, U. M. W. of A. and who 
represents the employees working in the coal-mining industry in the State of 
Wyoming, we are very much interested in the disposal of the Government alumina 
plant at Laramie, Wyo. 

As I am president of the above-mentioned organization and being unable to 
appear before the hearing commencing on April 14, 1955, relating to the above 
question, I wish to express our views by means of this letter. 

It is our main hopes that if the alumina plant is sold to a private company 
that there will be a stipulation in the sale contract that the plant will not be 
operated for any other purpose than aluminum products which we believe is 
in the public interest to the extent of developing the natural resources of the 
State of Wyoming and relieving the unemployment situation in this State. 

The State of Wyoming has an abundant resource of the raw materials needed 
to operate this plant for an alumina production and we feel that such an industry 
can be operated profitably and in the best interest for the majority of the people 
in our State. 

Our organization was not invited nor notified of any of the meetings held in 
Cheyenne, Wyo., while negotiations for the sale of the plant were in progress 
so we could not express our views before the Wyoming Natural Resources Board 
or any other civic organizations present, and so I wish to state now that the 
Natural Resources Board, Laramie Chamber of Commerce, or others attending 
those meetings are not authorized to represent or speak the thought of United 
Mine Workers of America. 

Wyoming is in dire need for new industries because coal has been its main 
industry in the past and due to the competitive fuels taking their markets it has 
necessitated the closing of many large mines, Causing several thousand individ- 
uals to be unemployed in coal mining, railroads, trucking etc. So it is very 
essential that other employment be made available to absorb this surplus labor 
and certainly the continued operation of the alumina plant at Laramie, Wyo. 
would be a step in that direction. 

itis our firm opinion that if the plant is not operated for the purpose originally 
intended and is sold to be salvaged or dismantled to any extent that Wyoming 
would suffer a loss that is not justified. 

In my humble way I trust I have explained clearly our sincere desires on the 
subject matter and that it will merit your favorable consideration. 

Thanking you and with kindest regards, I am, 

Very truly yours, 


’ 


J. E. BRINLey, 
President, District 22, U. M. W. of A. 
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We are pleased to have today with us Mr. Porter Hardy, a distin- 
guished colleagues of ours from Virginia. 

We spent most of last night going over the file, which I think is 
essential to a clear understanding and a full understanding of this 
matter, and I would like at this time to submit to the committee as 
briefly and as concisely as possible what I think are pertinent parts 
of this file, which I think will save time and bring all the facts to the 
committee’s attention. 

I would like briefly to pick out and leave the letters on the table for 
the members of the subcommittee or the executives from the General 
Services Administration to question. These materials are from the 
files of the General Services Administration. What I am trying to 
do is to show the chronological development. of the facts bearing on 
this case. I think for the benefit of the people here that this subecom- 
mittee has no interest directly in the people who are bidding. Our 
sole interest is in seeing that the Government gets the most money and 
the best possible deal for this property. I feel like that is our sole 
— in it and that is the basis on which IT am trying to lay out the 

acts. 

I have this letter from the files dated December 2, 1953, from Mr. 
Klein to Mr. Mansure, in which it states, in discussion of a plan to sell 
the property: 

This plan may work. In our advertising for bids we will restrict the use of 
this plant to (a) it being used for manufacturing purposes and that it cannot 
be cannibalized; (b) or if used for the manufacture of cement or alumina only; 
(c) or should the plant be used for other manufacturing purposes, that its payroll 


be equivalent to the payroll that would have been paid had it been used for the 
manufacture of alumina or cement. 


I have here a letter of December 2, 1953, from Mr. Klein to Mr. 
Mansure, which points out, and I quote: 


It appears to me that there are forces at work that would like to limit the 
sale of the plant to no one except the Monolith people. Restrictions were 
placed so that the plant would have to be used for nothing but alumina. It 
gets back to what I am told occurred at the time the plant was built. As I 
understand it, it was built by Monolith for Monolith. 

When I first saw the plant, a pipe took the residue from the manufacture of 
alumina direct into the Monolith plant several hundred feet away—a plant that 
makes the finest portland cement out of this residue. 


They also point out: 


They would take the residue to be made into the finest portland cement, and 
the alumina would become a byproduct. 


It goes on to say: 


The plant as now situated could produce several hundred tons of portland 
cement a day, so the Monolith people say. If they are successful in getting 
us to set up our bids so it can only be used for an alumina plant, it will be 
the only bidder, because their cement plant adjoins the plant. No other cement 
company, with this restriction, could bid, because they do not have a cement 
plant alongside of the present alumina plant. 


They add: 


It is the most money we can get for the Government on a $5 million experi- 
mental plant which was not even used during the war, and at the same time 
would assure the people of Wyoming that they will have some chance for a 
manufacturing plant. I am quite sure that we will get several bids from 
responsible manufacturers if we do not restrict it to the bidding of one company. 
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They also add: 


I might say that the Monolith people are not missing any bets along the line 
to point out to me that the safety of the Nation and the economy of the State 
of Wyoming all depends upon them getting the plant. 

On April 3, 1954, Mr. Klein to the Assistant Administrator, said, in 
laying out what the bid was, that. they mail it to some of the interested 
parties, as you recall, that this invitation for bids reflects that in para- 
graph 1 and the last paragraph of this: 

On March 8, 1954, we issued invitation to bid for the sale of the alumina plant 
at Laramie, Wyo. Since then there has been some confusion as to whether 
or not we would accept bids. This is to inform you that sealed bids will be 
received, 

It goes on for one page, with a mimeographed outline of the oppor- 
tunity to bid. 

The last paragraph points out: 

Immediately following the closing time for the receipt of bids, the regional 
director will open all bids, will proceed to negotiate fer the sale of the property 
with the bidders who submit the qualified and approved offers to purchase. 

Mr. Krueger. Does that refer to the 21 notices sent, as brought out 
yesterday ? 

Mr. Brooks. I believe that is what that is. It is the notice _~ 
sent out. It does not say that. That is why I put it in the record. 

Mr. Harpy. When was that notice sent out ? 

Mr. Brooks. It is dated March 8. 

Mr. Moss. 1954? 

Mr Brooks. April 5, 1954, with reference to their March 8 outline. 
There was some confusion apparently about whether or not they were 
going to take the bids as a result of the March 8 announcement and 
this was to clarify that for those who were interested in placing a bid, 
as I understand that. 

On April 16, 1954, two people seemed to have reported on the Mono- 
lith’s bid that came up with conflicting estimates of their value in get- 
ting the plant sold. There is a detailed analysis by one of them, 
pointing out that the Monolith bid is a fine bid, et cetera; one point- 
ing out that it has some defects—their interest rate is not quite as 
high as that of others. 

It seems to me both sides of the question in this instance reflected 
that in their file. 

Mr. Harpy. For my benefit, to bring me up to date, this was not a 
strictly competitive sealed-bid proposition ? 

Mr. Brooks. It was supposed to have been. 

Mr. Harpy. As I gathered from that memorandum that you read 
a’ moment ago, this was designed as a proposal which would form the 
basis for negotiations. 

Mr. Brooks. That is right. 

Mr. Harpy. Rather than competitive sealed bids. 

Mr. Brooks. It is not a straight competitive sealed bid, but it was 
not a closed bid. I think anyone who had known about this, who had 
filed a sealed bid, would have an opportunity to have their bid 
opened and read and considered and would have been eligible to nego- 
titate with the General Services Administration at a later date. 

Mr. Harpy. That is the question that I am just wondering about, 
whether or not actually it constituted an opportunity to negotiate 
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with them or whether it was merely a means of providing some sort 
of basis for negotiating with certain bidders. 

Mr. Youncer. I think the bids were called first by three bidders— 
all of the bids were rejected—then they went into negotiation. 

Mr. Harpy. Well, on the basis of that announcement, that memo- 
randum, there would not have been any necessity for rejecting all of 
the bids, because apparently the bids simply provided the basis for 
negotiation anyway. 

Mr. Younger. They did reject them according to the information 
yesterday. 

Mr. Brooks. They were not high enough. They felt there were so 
few people bidding they would of necessity get into the negotiation 
stage. 

Mr. Harpy. I hope, Mr. Chairman, that in the course of the com- 
mittee’s consideration of that matter, we might give some thought 
to extending the committee’s interest into this general practice of 
submitting invitations for bids which are not invitations for bids, but 
ure merely invitations to become eligible to negotiate. 

Mr. Brooks. I think that is an excellent subject for inquiry. 

April 22, 1955: Mr. Klein to Mr. Mansure, submitted this letter: 

Dear Mr. MANSvuRE: I regard to the bid opening on the aluminum plant at 
Laramie, Wyo., enclosed are photostatic copies of all of the bids. 

To each of the proposals, I have attached our comments. 

I made no announcement to the papers or anyone, nor have I given out the 
number of bidders. I did tell a representative of the Governor's office that 
bids were analyzed and determination made by you. If agreeable with you and 
the Governor’s office, I will be glad to come up and explain the decision just 
as soon as I knew what it was. He asked me to convey to you he was interested 
in keeping the plant in Laramie. 

The Ideal Cement Co. has given me their check for $1,050,000, and is the only 
bid that looks like they mean business and are trying to deal on a _ business- 
like basis. 

All three of the bidders have called and asked when they can expect an 
answer. So I believe an early decision should be made. 


And then he adds: 


It might be profitable for me to come in and discuss the matter with you. 
In that way, when you haye reached a decision, I will be better informed 
to carry out vour wishes from this end. 

Very truly yours, 
Orto KLEIN. 

On May 4, 1954, a memo from Mr. Peyton of the GSA to Mr. 
Moody, alsoof GSA: He said in this letter: 

We agree with Mr. Klein that the officer of the Ideal Cement Co. would indi- 
eate that an agreement with that company might be concluded by negotiations 
in a manner satisfactory to the Government. 


He also said: 

In order to properly evaluate bids received, it is necessary that a current ap- 
praisal of the property be obtained. It is understood that this has not been 
done. 

That is, as of May 4, 1954. 

On May 5, 1954, Mr. Peyton wrote to the appraiser. This letter is 
GSA’s first request for an appraisal report on the 1951 appraisal made 
by Day and Zimmerman. They made no appraisal until after the 
second bid. And this is the request on May 5th from Mr. Peyton for a 
copy of that. 
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They wrote Day and Zimmerman requesting copies of their study 
made apparently under date of April 7, 1950. 
On May 28, 1954, telegram from Ideal to Mr. Mansure: 


I will be in Washington, Thursday, June 3d. Desire to discuss our bid Lar- 
amie, Wyo. experimental aluminum plant with you, Mr. Gumbel and Mr. Meody. 
Will contact your office on arrival. 

M. O. MATTHEWS, 
Executive Vice President 

June 24, 1954: Mr. Gumbel to Mr. Mansure—and at this point you 
will recall we noted that Mr. Gumbel is no longer connected with the 
GSA as of a few weeks ago. 

Mr. Gumbel told the Administrator in his letter : 


Accordingly, I recommend (a) that a brief effort be made to sell the plant to 
Monolith for a price substantially in excess of $1 million; (b) if Monolith 
declines to purchase, then that the offer of Ideal for $1,050,000 be accepted. 


That is his recommendation. 

On June 21, 1954, minutes of the bid opening reflect this interesting 
paragraph : 

Mr. McBride asked: “Do you anticipate any further negotiations or do you 
think this is the final bidding?” 

Mr. Peyton replied: “Whatever is done will be done with the knowledge of 
all concerned.” 

Mr. Cris Dobbins said: “That is a good point, Mr. McBride, and I understand 
now from that that whatever action vou take will be made known to all bidders.” 


And added: 


“It seems to me that before you make final decision under the circumstances 
it might be advisable from your standpoint to have some kind of joint negotia- 
tions before you get out on a limb.” 


And added: 


“Do not overlook this thought—Monolith is involved in litigation on this 
property—which has continued over 6 or 7 years-—it is just a little bit mystify- 
ing to us as to what position the Government would be in in case this property 
is disposed of. Government would not attempt to give a title subject to the out- 
come of any litigation. Litigation has not been with GSA. Matthews and I 
have been requested on various occasions by RFC to give certain testimony re- 
garding construction and develop history of operation. We felt we must, as a 
matter of public service, comply with the request: it seems to me Mr. Moody 
would not overlook the fact that this litigation is still in progress.” 

Mr. Moody said: “It will not be overlooked.” 

Mr. Dobbins said : “We do not want to buy a lawsuit.” 


One June 23, 1954, a letter from Senator Barrett to Mr. Mansure 
which I think is helpful. I think that the pertinent point here would 
be that the Governor in our State is cooperating in every way possible 
to find ways and means to keep this plant in operation in an effort to 
prove that if a large amount of rock is run through the plant alumi- 
num can be produced on a competitive basis. 

On July 27, 1954: Senator Crippa, his last paragraph reflects: 

I sincerely hope in order to give our congressional delegation more time to 
consider legislation concerning the subject above discussed, it will be possible 
for your agency to hold up the lease, sale, or transfer of this property at least 
until the next session of Congress. It may be that a plan can be worked out 
which will enable the plant to continue operation on an experimental basis until 
such legislation can be implemented. 

On July 27, 1954, a note attached to the Senator's letter in the GSA 
file contain these remarks: 

Mr. Peyton suggests that you talk this over with Moody. My suggestion is 
that we simply sit on this for awhile. 
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It is signed by some initials which, I think it says here, from R. T. 
Davis, who apps arently is the GSA’s congressional ‘liaison man. 

On July 27, 1954, Monolith placed their bid, their supplemental bid 
of $1,110,000. 

On July 28, 1954, Mr. Peyton wrote to Mr. Nagle of the real estate 
division and said, and I quote: 


After discussing the matter with Mr. McBride at some length, Mr. Moody 
and I advised him that the proposition would be given careful consideration 
and that he would receive a decision within 1 week. Also pointed out the first 
question to be decided, it seems to me, is adequate justification for the accept- 
ance of the $1,110,000 in the face of a current appraisal of $1,800,000. 


July 28, same date, 1954, Mr. Peyton to Mr. Nagle said, and I quote: 


In view of Monolith’s offer, a decision should be made promptly (1) whether 
to accept the offer of Monolith, or to counteroffer with insistence of a guaranty 
of continued operation for cement production for 10 years, with interest of 5 
percent on the unpaid mortgage dollars; or (2) whether to ask the Ideal Cement 
Co. for a new bid to include a guaranty of continued operation for cement pro- 
duction for a period of 10 years. 


August 3, 1955, is a memorandum in the file of the GSA which 
states : 

The statement was made on June 21, 1954, at the opening of offers on the 
aluminum plant at Laramie, Wyo., that GSA would give the offers received care- 
ful consideration; that the officers would be advised of the decision made in 


about 30 days. 
Accordingly, you are advised that your company’s offer is hereby rejected, since 


the administration has decided to sell the property for a continued used in place, 
only, with however, no condition imposed as to the end product to be produced 


by the purchaser. 
And it has another note here written in hand: 


Interest at the rate of 5 percent per annum will be charged on a term sale. 

It is requested that you advise us not later than 5:15 p. m. (E. 8S. T.) August 
15, 1954, the final offer your company is willing to make for the property on the 
basis stated herein. 

This is in their file and does not indicate whether it was sent to any- 
one or not. In view of the fact that a similar type of information was 
forwarded to Ideal about September 14 as the record will reflect, it 

may have been sent to them, it may not. 

On September 16, 1954, "Mr. Dobbins wrote to Mr. Mansure and 
pointed out: 

We are mindful that a supplemental bid of this nature may be considered 
somewhat irregular. However, since your office informed us that at least one 
other bidder has filed a supplemental bid, we respectfully urge that you give 
full consideration to our supplemental bid, also. If for any reason you should 
determine not to make an award on the basis of the supplemental bid, we feel 
that we should have a right to submit a new proposal under a public called for 
bid which would be opened and read publicly, as was done in the case of your 
bidding on June 21, 1954. If the Administrator deems it to the best interests of 
the Government to reject all bids, and to enter into negotiating a contract, then 
Ideal requests that it be given an opportunity to negotiate to purchase the plant 
under such contract as will be to the best interests of the Government. 

On September 23, 1954, a delegation of the authority by Mr. Man- 
sure sending Mr. Moody to close the deal in Cheyenne. I do not 
think it is necessary to read this letter, but that is w hat it is. 

September 24, 1954, there is a copy of the Ideal agreement which is 
typed previous to that date, in Washington. In ‘other words, Mr. 
Hardy, for your information, they closed the deal apparently Sep- 
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tember 24 on the basis of the signed contract, an agreement which ap- 
parently was prepared previous to that in W ashington and was prob- 
ably flown by “~ Moody to Cheyenne, Wyo. 

September : 1954, Mr. Klein to Mr. Mansure—Mr. Klein is the 
regional Sena; in Denv er—he said in this letter: 


A little background, Gene Cervi, who is publisher of this small weekly paper has 
been “throwing rocks” at the Boettcher Corp. for years. Gene ran against 
Senator Johnson one time in the primaries; was beaten. He has always felt 
that the Boettchers backed Johnson, but be that as it may, I thought you would 
like to see a copy of what he has to say. 


And Mr. Klein in that letter inclosed a rather interesting paper 
called the Cervi ’s Rocky Mountain Journal, and on page 1 is a long 

story, a 2-column story, going into details of this particular organi- 
zation, which I think is very ‘interesting and would be of some bene- 
fit to the members of the committee. I would like you to put that in 
the record, this article here. The members might want to read it 
and look it over. 

(The article referred to is as follows: ) 


CrLassic CASE History or How GoveRNMENT “GIVEAWAY” WorKS 


BOETTCHER RUBS OUT COMPETITIVE THREAT TO IDEAL CEMENT CO. 


Sale of the Government’s $8 million war-built bauxite plant in Laramie, Wyo., 
to the C. K. Boettcher-controlled Ideal Cement Co. for $1,200,000 is subject to 
approval by the antitrust division of the Department of Justice, Otto C. Klein, 
regional manager of General Services Administration, told the Cervi Journal this 
week. 

Ideal may be presumed to have purchased the unused experimental pilot plant 
in a negotiated transaction with the Federal Government after an initial set of 
bids were thrown out. 

Should Ideal finally acquire the plant, it will tighten further its hold on the 
cement market in the Rocky Mountain States. 

Cement prices f. 0. b. the Boettcher-controlled plants in this area are among 
the highest and in some cases the very highest in the United States. 

Ideal has less competition in this area than any cement company operating 
anywhere else in the United States. 

Only outfit bucking Ideal on the Laramie plant was the 2-plant Monolith 
Portland Cement Co., Mohave, Calif., and Laramie, Wyo., for which the bauxite 
plant originally was built in a war effort to insure this Nation’s bauxite supply. 

Aluminum is derived from the bauxite ore. 

Monolith wanted to operate the plant as a cement producer and is repre- 
sented as having so informed the General Services Administration when it made 
an initial offer of $600,000 for the plant and then raised the offer to $1,110,000. 

Ideal has developed a consistent habit of grabbing war surplus plants from 
the Government at a fraction of their original cost. 

Ideal also has gobbled up other competing plants in the last year. It took 
over the Pacific Portland Cement Co. recently and currently is in process of 
swallowing the Spokane Portland Cement Co. 

The Boettcher-dominated giant is now the third largest cement manufacturer 
in the Nation and has a vast trade territory extending through all or parts of 
nearly a dozen Western States. 

The Laramie plant came into existence as a war emergency measure after 
yermany had sunk 42 of this Nation’s 55 ships importing vital bauxite ore. 

One of the miscarriages of the recent sale is that the Government is giving 
the plant away to what is practically a private monopoly without ever having 
tested the plant’s productive potential. 

Furthermore, Ideal hardly has a performance record of competitive enter- 
prise to qualify it for the ownership it apparently has gained so lightly. 

Back in 1923, Ideal was under a firm order from the Federal Government to 
divest itself of the old United States Cement Co. factory, which was located 
at Concrete, Colo., near Florence. 
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Ideal was ordered not to operate the plant, but to sell it to a competing firm. 
This case was stalled through administration after administration until the 
war years of the early forties when it was possible to get the plant junk for 
badly needed war scrap iron. ‘This is exactly what Ideal wanted. 

It is a policy of the Boettcher Co. to eliminate competition by buying out com- 
petitors and using other well-known devices to restrain trade, fix prices and grab 
markets. 

Here are some prices to prove what happens when competition in cement is 
eliminated : 

In the Denver area Boettcher fixes the Cement price at $3.55 a barrel. It has 
no competition here, except that it allows Monolith to be a feeble kind of com- 
petition. This is very cozy for Ideal. Monolith better behave or else. 

But down in Texas, where there is competition, cement is $2.80 a barrel. In 
Kansas City, where there is competition, cement is $3.20 a barrel. There’s 
competition there. 

Over in Salt Lake City, Ideal gets $3.70 a barrel. 

But aroun: Omaha, where there is competition, the price is $3.20 a barrel. 

C. K. Boettcher is one of the region’s largest contributors to the Republican. 
National Committee. 

Mr. Brooxs. On September 30, 1954, Mr. Klein wrote to Mr. Dob- 
bins, of Ideal, and said: 

The Ideal Cement Co. and its employees are hereby authorized to enter into 
the experimental alumina plant at Laramie, Wyo., at the risk of the Ideal 
Cement Co. and to do such work as they may deem necessary in order to prepare 
the plant for their operation. 

He also says: 


There is attached herewith a copy of the letter of September 29, 1954, from 
the United States Bureau of Mines authorizing the chief watchman at the 
Alumina plant to honor the signature of Otto G. Klein, regional director, GSA, 
Denver, Colo., and to permit any work he authorizes. 

On October 4, 1954, Mr. Klein to Mr. Mansure sent a stack of press 
clippings, marking them “personal and confidential,” which appar- 
ently are from the papers in that area on the sale of the plant. 

November 4, 1954, Mr. Klein to Mr. Mansure, ilitinnad newspaper 
clippings sent to Mr. Mansure by the regional director, just for his 
information, outlining that Monolith continues to fight to head off the 
sale of the plant. 

October 4, 1954, Mr. Moody requests Mr. Peyton to begin prepara- 
tion of explanatory statement to the committee. That is the official 
request to prepare the explanatory statement. We went over that in 
detail yesterday. 

October 28,1954, Mr. Cla*ce Hoffman to Mr. Mansure indicated that 
the Government Operations Committee had received a protest from 
Monolith-Portland Midwest Co., Los Angeles, Calif., concerning pro- 
posed sales “by your agency of the Laramie, Wyo., plant to the Ideal 
Cement Co.”— 


The matter has been discussed with Macomber, Jr., of your agency. 
And it goes on to point out: 


He has also advised that the committee desired that complainant be given 
an opportunity to present his case. Mr. Macomber indicated that he would 
comply with the committee’s request. 

November 10, 1954, a Senate Government operations staff memo- 
randa at the conclusion of their study was that in view of the fore- 
going and the interest of Senator Barrett and Senator Crippa and 
possibly Senator-elect O’Mahoney at the disposal of this plant, the 
staff recommends that the existing subecommittee— 
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* * * review the facts relating to the proposed sale for submission to the full 
committee. This action was considered to be necessary in order that the com- 
mittee may carry out its responsibilities under the provisions of Public Law 152 
to determine whether or not the property is being disposed of in the best interests 
of the Government and whether or not the intent of the law governing the sale 
of surplus property by negotiation is being properly carried out. 


It was signed by Glenn K. Shriver, professional staff member of the 
Senate committee. 
November 17, 1954, Mr. Mansure replied to Mr. Hoffman: 


In the absence of unfavorable advice from Justice the report required by section 
203 (e) of our act will be submitted to both the House and Senate Government 
Operations Committees. 


It went on to say: 


We decided to sell to Ideal Cement Co. only after prolonged negotiations 
with Monolith-Vortinnd Midwest Co. failed to produce an offer satisfactory to 
both the local and National Government interests. It seems therefore that 
no useful purpose could be served in affording complainant Monolith a further 
opportunity to present their views to us, but believe it will he more satisfactory 
to ali parties concerned that those views be made a matter of record during the 
course of the Senate hearings. 


November 29, 1954, a telephone conversation, apparently between 
Mr. Steve Hart, of Ideal, with Mr. Moody. ‘There is a memorandum 
of that filed in their records. ‘This one indicates the real interest in 
getting it solved, and I will read it: 


JEM mentioned, “We have no further information from Justice on the Lara- 
mie,” and Hart said he had talked to Jacobson Friday. JEM said they are 
waiting for some information from us on the plant which we have not turned 
up. Hart said that Monolith has filed another brief and Ideal is going to ask 
for a copy of it. They also hear that Monolith is about to sue Ideal. JEM 
asked what was Monolith’s principal purpose in wanting temporary occupancy 
of Laramie and Hart replied they wanted to proceed with whatever experi- 
mental work that is necessary so that they can move fast. They have occupied 
the office, set up a laboratory. They have processed some of their clays on a 
test-tube basis. They have figured out where they want the road to go, and 
permission from GSA. They have about 4 or 5 people up there. 

Ideal is now ready to run a pilot-plant batch through the plant if GSA thinks 
advisable. They are ready to operate the plant for a test run. If GSA thinks 
advisable they are ready to bring in a supply of clay to permit it to run through 
the winter months. The local chamber of commerce would love it if Ideal could 
hire some people tomorrow, and Ideal is in a position to do so, but they do not 
intend to start operating on a commercial basis—however, they could employ 
people and start test runs. Ideal wants GSA permission, and Hart pointea out 
Ideal would like to know (1) should we make a trial run, (2) should we start 
storing material, (3) there are some additional pieces of equipment which 
should be put into the line to make it really function, such as another boiler 
that is not now in the plant; they would have to purchase them—all with the 
understanding that this is done at Ideal’s own risk; they must leave the plant 
as they found it. 

Hart would like a quick answer on these problems, as they are ready to 
move. 

JIM says he would have to discuss with other people and call back collect. 
JEM asked if Hart would call Thurtell and ask him to send JEM a copy of the 
occupancy permit. 


JEM is apparently Joe Moody, in this instance. They discuss 
letting Ideal use and operate this plant prior to their actual purchase 
of it. 

On December 6, 1954, a telephone conversation also between Mr. 
Hart and Mr. Joe Moody, which is all pertinent. It is a full page. 
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1 think the committee would be interested in hearing it. It is as 
follows: 


Re Laramie: JEM said Senator O'Mahoney does not seem unfavorably in- 
clined—he does not care if they go ahead with this thing if they use local clay. 
However he has a telegram from J. R. Sullivan that they understand Ideal will 
have ore shipped in from Denver. Hart replied that he is sure they intend to 
use local clay when they get into production but maybe they have not developed 
a source of local clay for the purpose of the test run. JEM asked Hart to find 
out if they can make the test run using anorthosite or even part anorthosite— 
if they have to use something besides anorthosite we may have to check again with 
the Senator. We have not yet heard from Senator Barrett. 

Hart called back at 5:40 p. m. 

Mr. Hart said there is no question in the world but that when they get operating 
they will use clays from the Laramie area as it would be impractical to ship 
from any place else. It is not anorthosite; that would be suitable for alumina 
but you can’t make light weight aggregates out of anorthosite; it does not have 
expaunsible qualities. They will use local clay; sometimes called, in Colorado, 
Pierre shale. There is a deposit called Benton clay 6 miles southwest and another 
deposit 30 miles northwest called Lewis clay. Both of those look fine and there 
is, they feel, no question about using them for the production. In getting started 
they have two problems: (1) Gearing in the plant and (2) adjusting to the 
particular characteristics of the clay. They have run this Lewis clay through 
their pilot plant and it is fine but it will have different characteristics from the 
clay they have run through a full scale operation at other plants and they 
would like to make their first run of the clay whose characteristics they are 
familiar with and gearing in the plant is kind of like priming the pump. 

In other words, they would like to gear in the plant with clay they are famillar 
with and gradually use the other. They want to get a supply of the clay they 
have been using, enough to carry over this adjustment period. If for any reason 
Senator O'Mahoney does not grasp that, or does not want them to do it, they 
ean start from scratch with the local clay. There would be some problems— 
they may need to grind a little finer or use more heat and then they would have 
to shut down which is very hard on a kiln. If they are not permitted to use 
the clay which they have been working as a pump primer, they would perhaps 
have to ship a trainload of Laramie clay down to the Portland plant in Colorado 
and run it through the same process down there until they have the details 
straightened out which might take a couple of weeks. 

JEM asked what kind of tonnage is expected on this test run and Hart said 
they speak of running a trainload of clay up there. JEM asked how many days 
they would want and Hart said he would find out. JEM explained that was 
how many days to make the test run and also asked how they would react to a 
provision in the agreement that in the production of lightweight aggregates they 
would use local clays. 

Hart came back on the line and said they would plan in this trial run perhaps 
to bring in 1,000 or 1,500 tons of clay they have been working with and they would 
plan to gradually blend over into the local clay and ultimately use 3,500 tons of 
local clay during the test run which would take about 10 days—500 tons a day. 

Ultimately they would use only local clays and they would be very willing to 
covenant to that effect with the proviso that they would not have to exclude some 
minute mixture that they sometimes need “some grinding materials from a 
chemical company” in Boston. They would be perfectly willing to do so because 
the thing would not be economical if they do not use loeal clays. 


On December 17, Mr. Klein wrote to Mr. Dobbins and pointed out: 


In accordance with the request contained in your letter of December 14, 1954, 
the Great Western Aggregate, Ine., wholly owned subsidiary of the Ideal Cement 
Co., is hereby granted a permit to conduct a trial production run of expanded 
shale lightweight concrete aggregate at the Laramie, Wyo., alumina plant. 


That is the exact authorization for them to move in the plant. 
February 9, 1955, Mr. Klein wrote to Mr. Moody and said: 


Attached is a copy of a letter dated February 7, 1955, received from the Great 
Western Agzregate, Inc., asking permission to continue trial lightweight aggre- 
gate production at Laramie upon an extension of 20 days. 
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March 28, 1955, the Acting Regional Director stated that Ideal 
wanted an extension of the permit to continue operations for 20 
days, and this is the actual form. 

Febru: iry 9, 1955, Mr. Klein to Mr. Moody. This memorandum 
indicates that Mr. Klein he ‘lped prepare explanatory statement to 
some extent. It would have been very helpful if we could have had 
his testimony at this time, but Mr. Klein is in Denver, and they did 
not feel that it would justify the plane fare for him to come back. 

Mr. Hart, of Ideal, to Mr. Moody on February 11, 1955, said: 

Dear Jo“: In accordance with your suggestion at a conference last week, I 
enclose herewith two additional copies of Mr. Mathews’ ietter to Mr. Elliott 
dated October 22, 1954. I have not yet secured copies of Judge Carter’s final 
opinion and findings of fact, but will forward them to you when available. 

Very truly yours, 
STEVEN H. Hart. 

That refers, I think, to the testimony in California, I would think. 

Mr. Youncer. The testimony probably in the lawsuit there for the 
patents; is it not? 

Mr. Brooks. That is right. 

February 17, 1955. Mr. Hi: irt, of Ideal, to Mr. Moody: 

Dear Joe: Enclosed herewith for your information is a copy of an article 
which appeared in the Denver Post of February 14, concerning the trial run of 
Great Western at the Laramie plant. I am doing my best to secure copies of 
Judge Carter’s opinion. Will forward three copies to you at the very earliest 
possible date. 

Mr. Youncer. Is that a different lawsuit than the patent lawsuit ? 

Mr. Brooks. I think that is the suit that they are interested in; 
yes, sir. I see Mr. Hart shaking his head. I think that is true. He 
wrote the letter. 

March 8, 1955, Mr. Hart to Senator Barrett and Senator 
O’Mahoney. These letters indicate that the explanatory statement 
before this committee was held up to some degree waiting for Ideal’s 
attorney to procure copies of this Monolith lawsuit, that they have 
been talking about in the two previous letters. They held that 
explanatory statement that they sent to us of about nine pages until 
they could enclose that opinion about that thick [indicating]. 

On March 2, 1955, Mr. Hart to Mr. Moody. Here is the exact date 
that Hart mailed a copy of the lawsuit to Mr. Moody. They were 
received some 2 or 3 days after this by the GSA and included in the 
explanatory statement of March 11, 1955, as a part of exhibit No. 2. 

March 8, 1955, Mr. Klein to Mr. Blanks, of Ideal. This letter 
grants another permit to operate by Mr. Klein and has the following 
notes on it: 

It is imperative that every effort be made to get this deal before the Senate 
committee before this permit expires and they have to shut down. 

Signed, Otto. 

Mr. Hart tells me you have the California decision. 

That was written at the bottom of this letter and indicates their 
desire to get it settled soon. 

March 11, 1955, the Assistant Administrator, to Mr. Dobbins—that 
is Mr. Snyder, who is not present. His letter reads: 

DEAR Mr. Dossrns: Your letter of the first transmitted newspaper clippings 
eoncerning this sale and requested us to submit required report to appropriate 
congressional committee as soon as possible. 
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Reports of proposed sale are being submitted to the House. As you know, the 
Senate committee informally has indicated they might hold hearings on this 
sale. In that event it may be necessary to extend the 30-day period for addi- 
tional time to accommodate the committee. We understand you are agreeable 
to such extension and will keep you advised of progress, 

Cordially yours, 
Mr. SNYDER. 


March 1, 1955, ‘lr. Dobbins to Mr. Mansure: 

You will recall our personal visit with you in Washington on February 3. I 
was accompanied at that time by Mr. Steven H. Hart, our attorney. Prior to see- 
ing you, Mr. Hart and I visited with Mr. Elliott and Mr. Moody in your legal 
department. 

And on down in the letter they point out that Mr. Otto Klein in 
Denver has been fully cooperative and in fact granted an additional 
20-day experimental trial period under which the plant is presently 
operating. 

On Fepruary 14, 1955, another set of pictures of “new industry gets 
trial run in Wyoming,” and pointing out a new sign apparently over 
the plant of Great Western Aggregates, Inc., Laramie, Wyo., plant— 
just a picture and a feature story pointing out that the Great Western 
said Blanks, one of their officials of Ideal, is investigating the possi- 
bility of utilizing some of the facilities of the plant for the reduction 
of titanium and uranium ore and the processing of mineral feed phos- 
phates, these being new potential uses of the plant. I thought they 
would be of particular interest to the subcommittee. 

January 27, 1955, another newspaper clipping featuring their be- 
ginning of operation of this trial run in which Blanks, one of the Ideal 
officials, said: 

We will try to market our aggregate as close 1s possible to the place of pro- 
duction. 


He added: 


And are certain that we can sell at a profit all of the material that we can 
produce. 


And he went on to say: 


Although the ideas concerning the use of the Laramie plant for additional 
purposes are still “nebulous” and of— 


Blanks said— 


the possibilities of reducing titanium and uranium ores and processing mineral 
feed phosphates are “not being overlooked.” 

That appeared in the Laramie Republican Boomerang. I do not 
know whether they are friends or not [laughter]. I cannot figure 
that out. 

On January 26, 1955, another clipping from the Laramie Bulletin 
pointing out where Blanks, this same Ideal official said that his com- 
pany expects the question of purchase of the aluminum plant to be 
completely cleared up within the next 2 or 3 weeks. He added that 
he is certain that his company be allowed to make the purchase if 
there is “no question of competition being eliminated.” 

January 25, 1955, in the same Republican Boomerang, is this state- 
ment—this analysis of the trial run for the aggregate production, and 
here is a paragraph in that story: 

Following this, it was necessary for the Antitrust Committee of the Justice 


Department to review the contract to be sure that Ideal’s purchase of the plant 
would not be an elimination of competition. Blanks emphasized that Ideal’s 
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purchase would not eliminate competition because under the contract Ideal 
could net produce Portland cement. It can produce only “other useful products,” 
in addition to light-weight aggregates. 


And further in the story it says: 


During the question and answer period Blanks said that an expanding market 
for precast concrete units such as slabs, beams, columns, and door frames is 
envisioned in this area. He said it is nigh impossible to buy a grade A block 
in this area. 

January 5, 1955, there is an interesting clipping from the Bulletin, 
and it says: 

In view of the fact that the Government plant was constructed at great cost 
to the taxpayer for the purpose of supplementing the Nation's supply of alumina 
and since Monolith is willing to expend money to give this plant the full-scale 
trial for commercial practicality which it never has been accorded, I believe it 
would be a serious mistake not to continue this project to the completion for 
which it was intended. 

Very truly yours, 
F. E. MITCHELL. 

And it is a letter to the editor appearing in that paper. 

January 5, 1955, another letter to the editor signed by Russell Scott, 
president. of Local 103 of the Cement, Lime, and Gypsum Workers 
International Union: 

Local 1083 of the Cement, Lime, and Gypsum Workers International Union, 
with its approximately 210 members, feel we deserve consideration of the work- 
ingmen in this State. We feel that the purpose for which the Monolith Co. will 
use the Government alumina plant would be of more benefit to the citizens 
in the city of Laramie and the State of Wyoming. 

December 28, 1954, a clipping from the Bulletin, from a Mrs. Ruth 
A. Williams, wife of a Monolith official, I think, said: 


I sincerely believe that if Mr. Borgman were informed and were aware of 
the facts he would be using his influence to see that the Monolith had an 
opportunity to give our country another large payroll. 

And says: 

Perhaps, Mr. Borgman, when he knows what Monolith to Laramie, will also 
help to make possible a better Laramie which in turn makes Wyoming a more 
prosperous State. 

Apparently, there was some letter writing pro and con in that area. 

December 21, 1954, the Bulletin points to the fact that unemploy- 
ment 1s up 55 percent over 1 year ago and says: 

Some easing of the employment situation in Laramie is expected at the 
first of the year when Great Western Aggregates will hire between 40 and 50 
persons on a temporary basis for trial runs on the production of concrete aggre- 
gate products at the former Government alumina plant. 

December 16, 1954, the Boomerang points out the fact: 

The Ideal official said that when the Government decided to dispose of the 
Laramie plant as surplus property following a Burean of Mines survey report 
which maintained that production of alumina at the Laramie plant would never 
prove feasible, Monolith put in a bid to buy the plant. 

October 28, 1954, in the Boomerang, stated : 


These are production of deflorimated phosphates for mineral stock, the redue- 
tion of uranium ore for uranium and titanium ore to produce titanium oxide. 
Blanks said the plant can be readily adapted for all of these purposes and that 
all of the raw materials required are available here in Wyoming. 


On the 27th of September 1954, in the Republican Boomerang it is 
pointed out that the headquarters of the Ideal Cement Co., are in 
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Denver and C. A. Boettcher, chairman of the board of directors, 
stated that the company completed extensive remodeling of its plants 
in Portland, Oreg., Devil’s Slide, Utah, Houston, Tex., Ada, Okla., 
Okay, Ark., Superior, Nebr., and Trident, Mont. 

March 6, 1954, is a copy apparently of the press report that the 
G. S. A. sent out in the Denver Post of March 6. I do not think it is 
necessary to read it all. It is a 4-paragraph press release announcing 
the proposed sale. 

February 20, 1955, Mr. Hart to Mr. Moody, saying: 


Dear Joe: Enclosed herewith are three copies each of the judgment and find- 
ings of fact, conclusions of law in the Monolith versus R. F. C. case. The opinion, 
130 pages long, is being photostated and I will mail you three copies on Wednes- 
day. I hope this will permit you to proceed with your report to Congress on the 
Laramie transaction. Ideal’s experimental operation plant is proceeding satis- 
factorily but there is a question as to how much longer it should last. Of course, 
it would be very wasteful of money and manpower if they should have to shut 
down at the conclusion of their trial run prior to the confirmation of the sale. 
It is very important that the report be started within the 30-day period. 

Please let me know if we can do anything more to assist. Senators Barrett 
and O’Mahoney asked for copies of the enclosed papers and opinions. So we 
are mailing them direct. 


On March 31, 1955, Mr. Dobbins to Mr. Moody points out: 


Dear Mr. Moony: After thoughtful consideration the attached reply was sent 
to Congressman Brooks. 


And: 


Steve Hart asked if I would get a copy of this off to you this afternoon. Best 
regards. 
Yours truly, 
Curis Dogeins. 


This was a telegram that was sent to the committee, that is, the 
chairman of our subcommittee, and I think that we have not put it in 
the record and that it would be a good time to put it in. I wired him, 
and this is the reply I received when I notified them of our intention 
to look into this matter: 


Your telegram of March 30 is acknowledged wherein you state hearings are 
set for April 14, 1955, on proposed sale of Laramie plant by G. S. A. Undoubtedly, 
G. S. A. files contain details regarding this matter. As you probably know, 
contract of sale was September 24, 1954, and cleared from Justice, was forwarded 
to G. 8. A. January 15,1955. G.S. A. at our request granted temporary permission 
to make certain trial materials, that were presently underway at a substantial 
cost to us, and we think with substantial benefit to the economy at Laramie. 
We are reliably advised that both Wyoming’s Senators have recommended to the 
Congress, both the Senate and House committees, that hearings be dispensed 
with and that the sale be effected without hearings. We were hopeful that final 
title could be passed by April 11. However, under the circumstances if the hear- 
ings are to be held we wish to have representatives present who will, of course, 
be authorized to present evidence or answer any questions. We would appre- 
ciate your allotting time in your schedule for this purpose. Please advise where 
hearings will be held. 


April 1, 1955, telegram from Mr. Mansure to Mr. Klein: 

Senator Barrett requested you attend meetings National Resources Board, 
Cheyenne, April 6, 4 p. m., Larainie plant. 
Signed, Mansure. 

Mr. Mansure wrote ine this letter, and I would like to put it in the 
record : 


DEAR CONGRESSMAN Brooks: Your letter of March 29 requesting us to arrange 
a 30-day postponement of the effective date of proposed sale of subject plant and 
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advised public hearings tentatively scheduled for April 14 at 10 a. m. through 
April 15 or longer, if necessary. 

Enclosed is a copy of letter of even date addressed to Ideal Cement Co. We 
understand you have advised Ideal directly in the matter, and have been noti- 
fied that they wish to appear at the hearing. We shall be available at the 
pleasure of your committee for such testimony or other information that may 
be requested. 


The copy of my letter to him is also here, and I would like to put it 
in this record now because it evidences our subcommittee’s genuine 
interest in not unnecessarily disrupting the plans of these people. I 
wrote to Mr. Mansure and said: 


Pursuant to our telephone conversation of March 29, 1955, with regard to the 
proposed sale by the GSA of the Laramie alumina plant in Laramie, Wyo., the 
subcommittee is requesting you to arrange a 30-day extension of time for the 
final closing of the proposed sale to the Ideal Cement Co. This request is made 
in view of the fact that Congress will soon be in recess during the first 2 weeks 
of April 1955, and the subcommittee desires to schedule hearings on the sale 
immediately after the Easter recess. 

In view of the opinion stated by you in our telephone conversation that the 
30-day postponement was anticipated by Ideal Cement Co. and the fact that you 
thought such delay would not endanger the contract or the prospects to sell 
this property, I feel that the amount Of money involved and the unusual circum- 
stances surrounding the sale warrants the holding of public hearings by the 
subcommittee. The tentative plans for the hearings are set for 10 a. m., April 
14 through April 15, 1955, or longer if necessary to develop the facts. 

Sincerely, 
JACK Brooks. 


On December 8, 1954, Mr. Elliott to Mr. MeBride of Monolith. In 
this letter he says: 


Also, you asked for a copy of the proposed sales contract. At this point only 
a letter of intent to sell, subject to certain contingencies, has been entered into 
with Ideal Cement Co. We feel that your interest in the matter is not sufficient 
to entitle you to examine this letter agreement. 
MAXWELL H. ELviort, 
General Counsel 


January 27, 1955, Mr. Elhott to Mr. MeBride: 


In your letter of January 27 you requested assurances that there would be 
included in the instruments of conveyance an enforcible prohibition against use 
of the plant by Ideal Cement Co. for certain purposes in accordance with what 
you understand to be the position of the Department of Justice. Also, you 
advised that Monolith now was interested in raising its July 27 offer for the 
property in an amount to equal the amount of Ideal. 

Confirming advice furnished you orally at conference of February 7, (1) we 
feel it would be improper to give Monolith, or for that matter any other private 
industry, assurances that conditions upon which the Justice Department gave 
antitrust clearance to a proposed sale of the property to one of Monolith’s com- 
petitors will be made a part of the instruments of conveyance; and (2) the con- 
tract of sale becomes final by its own terms within 30 days after submission of 
the report of sale to the House and Senate Committees on Government Operations, 
unless terminated as a result of consideration by such committees. And accord- 
ingly we would not be authorized to entertain a further offer at this time. 


September 29, 1954, Mr. Elliott to the Attorney General, pointed 
out in reference to this plant, and I quote: 


One of the conditions of the proposed sale requires that the plant within a 
reasonable period of time shall be converted to constructed use in place for the 
manufacture of lightweight aggregates or other products, except cement for 
the purpose of encouraging new industry in the State of Wyoming which will 
benefit the community in the way of payrolls, taxes, and industrial activities not 
now in progress. 
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On October 7, 1954, the Attorney General wrote back to Mr. Elliott 
and pointed out this: 


In your letter to us you state that plant 1844 may be conveyed to Great West- 
ern Aggregate, Inc., a wholly owned subsidiary of Ideal and that you have re- 
quested certain information concerning the management and operation of Great 
Western Aggregates, and its relative position in the industry which you will 
furnish to us upon request. Although such information will be of value for 
our purposes, we should point out to you that in our consideration of this dis- 
posal we must concern ourselves not only with the particular affiliates of Ideal 
that may take title to this property, but with Ideal and its corporate affiliates 
considered as a whole. 

In this connection it is suggested that any information that you may supply 
to us should relate to Ideal’s entire corporate family. 

STANLEY N. BARNES, 
Assistant Attorney General. 

On October 22, 1954, Mr. Mathews of Ideal wrote to Mr. Elliott. 
pointing out, one, Ideal Cement Co.’s plan to convert certain facilities 
of the alumina plant, Laramie Plant 1844, to the manufacture of light- 
weight aggregate. Most of the crushing equipment, part of the 
grinding equipment, the rotary drier, the rotary kiln, most of the 
conveying equipment, as well as a large : amount of smaller units will 
be utilized in the operation to be conducted by Great Western Aggre- 
gates, a wholly owned subsidiary. 

And they go on, the aggregates in general use for making concrete 
are sand and gravel or crushed stone. And this is a long analysis 
of what they would plan to do with the plant. 

December 2, 1954, the Attorney General wrote back to Mr. Elliott 
and said: 

We have also received an indication that certain other data has been sent to 
your agency by Ideal. For our purposes, we would appreciate any comments 
you may have on Ideal’s reply letter as well as on Monolith’s brief, a copy of 
which we forwarded to you on October 25, 1954. 

And that is signed by Mr. Barnes. 

January 11, 1955, the Attorney General wrote again to Mr. Elliott 

and said: 
Ideal has represented that it has no intention whatsoever of manufacturing 
cement at the Laramie plant or of operating the light-weight aggregate busi- 
ness in such a way as to give it a competitive advantage in the cement business 
or of coordinating the sales of aggregates with those of cement or of promoting 
any “tie-in” arrangement of aggregates and cement. On the basis of the repre- 
sentations made by Ideal, and assuming strict adherence to these representa- 
tions, we would not view the proposed sale as tending to create or maintain 
a situation inconsistent with the antitrust laws. We express no opinion, how- 
ever, concerning the legality of any programs or activities in which the pro- 
posed purchaser may engage in the utilization of this property nor as to any 
other terms of the proposed sale. 

And that is signed by Stanley Barnes. 

Now. gentlemen, T would like at this time to call Mr. Barnes who 
has been kind enough to come down. We are glad to have him. 

Would you please come around ? 

Would you raise your right hand, sir? You swear that the tes- 
timony you are about to give the subcommittee will be the truth, the 
whole truth, nothing but the truth, so help you God ? 
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TESTIMONY OF STANLEY M. BARNES, ASSISTANT ATTORNEY GEN- 
ERAL, IN CHARGE OF THE ANTITRUST DIVISION, DEPARTMENT 
OF JUSTICE 


Mr. Barnes. I do. 

Mr. Brooks. Would you give your name, your capacity in the 
Attorney General’s Office, for the record ? 

Mr. Barnes. Stanley M. Barnes, Assistant Attorney General, 
charge of the Antitrust Division, Department of Justice. 

Mr. Brooks. Mr. Barnes, the first question I would like to get on 
the record for the subcommittee concerning this letter that you for- 
warded to Mr. Elliott on July 14, 1954, which is in the middle of this 
particular process, and I would like for you to identify this para- 
graph. I think it reflects actually what you put in it. It is pointing 
out the method of consideration by your staff of antitrust request 
by GSA, and in this letter it says: 

Since it has been our practice, however, in advising pursuant to Section 207, 

to base our advice upon information supplied by the disposal agency at the 
time of the proposed disposal, you may feel free to supply us with any informa 
tion or data which in your view may tend to demonstrate that the position 
in this instance— 
Dow Chemical, in the field of primary magnesium, currently is other than one 
of dominance or that the transfer of these facilities to Dow by sale would not 
enhance Dow’s position in such field. We shall give prompt consideration to 
any such additional information you may submit. 

Does that reflect generally, sir, the manner in which you base 
your opinions? Maybe I should rephrase that and say, does that 
reflect generally the information that you base those opinions on? 

Mr. Barnes. Well, I will put it this way, the Dow letter reflects the 
care that the Department of Justice must exercise relative to the domi- 
nant position within an industry of any proposed acquisitor of a prop- 
erty in the United States. And just as in the Dow matter, that was 
considered by the Department of Justice, likewise it is part of the 
matters that were considered before giving advice pursuant to section 
207 of the Federal Properties Administrative Services Act of 1949. 
That act, of course, creates a test which specifically the Attorney Gen 
eral is called upon to meet; that is, whether or not the acquisition 
would tend to create or maintain a situation consistent with the anti- 
trust laws. 

Now, what you suggested in the letter is one of the factors that is 
considered by the Department of Justice in coming to a conclusion 
in accordance with the language of the act. 

Mr. Brooks. And you did receive considerable information from 
the GSA and that was part of the basis on which vou rendered this 
opinion of October 7 ? 

Mr. Barnes. The opinion of October 7% Are you talking now 
about the Dow matter? 

Mr. Brooxs. No. Iam through with the Dow procedure. 

Mr. Barnes. It was the letter of January 11, 1955, was it not? I 
just want to be sure that we are talking about the same letter. 

Mr. Brooks. I am sorry; that is right. 

Mr. Barnes. Yes, that went into ‘matters that were suggested by 
your question, that were considered by us before coming to the con- 
clusion as expressed in our letter of January 11, 1955. 
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Mr. Brooks. That is right. I wonder if you have this opinion, and 
in consideration of this particular corporation, would it have been 
possible for you to write this opinion had they bought this plant for 
its highest and best. use, that of making cement. 

Mr. Barnes. I would hesitate to give an equivoeal answer, because 
that would mean consideration of a different state of facts than that 
which was considered by us. 

I would state generally that it would have made a great deal of 
difference—that it would have made a far more difficult problem to 
come to the conclusion which we did come to, if the plant were to be 
used tor cement. 

Mr. Brooks. In your consideration of the contemplated use of the 
plant, did you know it was going to be used to make light aggregates ? 

Mr. Barnes. We did. 

Mr. Brooks. Light aggregates, as I understand it, are these ex- 
panded shale pieces of rock that go into the making of concrete, and 
concrete is made, as I understand it, in my part of the country, of 
cement and water and little rocks or aggregates. I wondered did you 
feel that this manufacture of aggreg: ates would be far enough away 
from the manufacture of cement to erase any possibility that the use 
of this plant as an aggregate producing facility would not necessarily 
involve the same questions that would come up if it was used purely 
as a cement producing facility ? 

Mr. Barnes. I am not sure I understand your question, Mr. Chair- 
man. We considered this from two standpoints. 

Of course, the first question that raised itself is, Is this to be used 
for the production of cement? If it was, that was one thing. 

If it was not, that was something else. 

The second most important question for us to consider was if it 
were to be used in the preparation of aggregates, whether or not the 
aggregates which were produced from that plant could and would be 
used by the producer in any manner of tie-in sales or basket deals 
which might enhance his position in the particular market area which 
was under consideration. 

Those were the two principal factors that we had to consider, both 
of which we did take into consideration in coming to our conclusion. 

Mr. Brooks. The fact that aggregates are used in concrete and 
cement is used in concrete, and that the two are in the use of con- 
crete directly an ingredient, did you consider their use in that 
analysis ¢ 

Mr. Barnes. Yes. 

Mr. Brooks. You did not feel that the manufacture of aggregates 
— ‘h is always primarily used in making concrete, with cement and 

rater——you did not think that that affec ted in any way the possibility 
of the domination in the industry or the stifling of competition, et 
cetera ? 

Mr. Barnes. It all depends on how it was used, of course. If it was 
used in tie-in sales, why, it would have affected it. If it was not, it 
would not. 

The representations wece made—and, of course, in determining 
whether or not the transaction would tend to c reate—speaking in the 
present tense—or maintain a situation—likewise present tense—we 
cannot prognosticate the future, of course, but we would have to keep 
in consideration and keep in mind in the future, so far as the general 
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operations of the Antitrust Division actually works out in practice, 
as far as the business of the acquiring the corporation is concerned, 
rather than any possible promises thi at they might make at this time. 

We called the attention of the GSA to the advisability of having 
some restrictive provisions in the contract and/or mortgage in order 
to prevent the use of the plant as a cement-producing plant, at least 
for a period of time. 

You understand, of course, that our role here is merely to comply 
with a specific section which sets up a specific test, and we do not go 
into the exact legal terminology that might or might not be used in 
the contract. That is not our concern at this time. 

Mr. Brooks. But you did point out to Mr. Elliot and to the GSA 
that you felt that some restrictive provision should be put into the 
contract or into the mortgage to assure that the public interest as 
reflected by your Antitrust Division would be protected ¢ 

Mr. Barnes. Yes. We wanted to keep the facts as closely as we 
could at least in the immediate future to what they were now; that is, 
the plant as we understood it is not to be used for cement manu- 
facturing. 

Mr. Brooxs. Did they indicate that they would put such restric 
tions in, in accordance with your suggestion ? 

Mr. Barnes They indicated that it was their intention to place such 
restriction in; yes. 

I might say that we have discussed this at various times informally 
and formally, and there is no question in my mind but that that is 
the intent of GSA to put certain restrictions either in the mortgage 
and/or contract, or both. 

Mr. Brooks. I wonder, sir, if you feel like, in your consideration 
of this, you could use this plant to manufacture concrete beams, 
concrete blocks. 

Mr. Barnes. No. We did not consider whether or not it could, 
because we accepted the statement and gave our opinion subject to 
the qualifications that there would be restriction against the use of 
the plant for cement—the definite statement that was made by Ideal, 
1 believe, as encompassed in the letter of intent, was that it was to 
be used for aggregates only—the production of aggregates. 

Mr. Brooxs. You felt, then, that in contemplating that, if they 
made cement there, but did not sell it, but just used it to make cement 
and made aggregates, and put them together in a concrete block or 
beams, that would not be a violation of it? 

Mr. Barnes. I would hesitate to pass upon the ultimate question, 
but I think that any production of cement in that plant would violate 
at least the spirit, and I presume the legal provisions of any contract 
that is to be executed and/or any mortgage restrictions. 

Mr. Brooks. Would the use of those aggregates with cement pro- 
duced elsewhere and manufactured there into blocks or beams seem 
to violate that intent and spirit? 

Mr. Barnes. I do not think I can express an opinion on that. 

I think that is a subjective matter, and I think I have gone about 
as far as I can as to what the intent would be. 

Mr. Brooks. I have no further questions on that. I think we have 
your opinion. I think the committee has received it. 

Does the subcommittee have any questions of Mr. Barnes, who has 
been so kind as to come down here? 
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Mr. Youncer. I have none. 

Mr. Krurcer. No questions. 

Mr. Moss. No questions. 

Mr. Brooks. Mr. Barnes, we want to thank you for your courtesy 
in coming down. We are glad to have had you, sir. 

Mr. Barnes. Thank you. 

Mr. Brooxs. Mr. Eckert, will you come forward, please, and be 
sworn? 

Do you solemnly swear that the testimony you are about to give 
the subcommittee will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 


TESTIMONY OF CHARLES E. ECKERT, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE 


Mr. Eckert. I do. 

Mr. Brooxs. Will you give your name, your position, to the 
committee ? 

Mr. Ecxerr. Charles E. Eckert, legislative attorney, General 
Accounting Office. 

I should like to make a short statement as to the matter in which 
GAO finds itself in. 

Mr. Brooks. We will be happy to have you do that, sir. 

Mr. Eckert. In this case, in October sometime, the Monolith people 
filed with us for our information a copy of a brief that they had filed 
with the Department of Justice, and supplemented that with some 
additional information. In the light of some of the statements made 
therein, the General Accounting Office referred the matter to its 
Audit Division for any information they might ascertain from GSA’s 
records as to the procedures and the manner in arriving at this 
disposal. Also we referred the matter to GSA by letter, asking for a 
report from GSA on the facts of the situation. 

Under date of January 25, our Audit Division reported back in an 
informal report to the Comptroller General, through its General 
Counsel, the facts as they found them from the GSA records. 

At the request of this subcommittee, a copy of that informal audit 
finding was furnished to the committee. 

Subsequently, under date of March 23, the GSA forwarded us as 
its reply to our request for a report, a copy of the report to this 
committee. 

I have Mr. Krieger, of our audit staff, who is familiar with the 
preparation of this audit report, and he is available to the committee 
to answer any —— as to the findings and the material which 
were developed from GSA’s records. 

T want the record merely to show that this is an informal report 
made by our audit staff to the Comptroller General, and is not a 
report at this point of the Comptroller General of the United States. 
It has not been disseminated as such. 

Mr. Brooks. You have not been over there to go over this thing since 
January ? 

Mr. Eckert. No, sir. 

Mr. Brooxs. Do you have any further questions of Mr. Eckert? 
Tf not, thank you very much. sir. 
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Mr. Krieger, would you please raise your right hand and be sworn ¢ 

Do you solemnly swear that the testimony you are about to give 
the subcommittee will be the truth, the whole truth, and nothing but 
the truth? 


TESTIMONY OF HYMAN L. KRIEGER, AUDITOR, DIVISION OF 
AUDITS, GENERAL ACCOUNTING OFFICE 


Mr. Krieger. I do. 

Mr. Brooks. Will you give the committee your name and your 
capacity ? 

Mr. Krieorr. Hyman L. Krieger, auditor, Division of Audits, Gen- 
eral Accounting Office. 

Mr. Brooks. Would you state the purpose for which you made this 
informal study in January, briefly ? 

Mr. Krircer. At the request of our General Counsel, as part of our 
routine followed in the office, upon his receipt of the Monolith brief, 
we were requested to review this transaction and to provide the 
General Counsel with all information that we could develop relative to 
the comments made in the brief and any other information that we 
felt might be pertinent to their review of the brief. 

Mr. Brooks. Now, the report was about how many pages? 

Mr. Krircer. There are several exhibits, but exclusive of the ex- 
hibits, it is a 6-page report. 

Mr. Brooks. I think that we can keep this in the file. I do not know 
that it is necessary to put it all in the record. We will have it here 
in the file. 

Briefly, prematurely done from the standpoint of this hearing, but 
it did reflect—would you check me on this—essentially, possibly you 
pointed out that there should have been probably more public adver- 
tising—you noted that point in your analysis at the time—do you 
recall that? 

Mr. Krircer. In our analysis of the advertising engaged in, we did 
comment that we felt on the second go-round that in view of a change 
that had taken place in the basis upon which bids were being requested 
that additional circularization would have been proper. 

Mr. Brooks. Did you also—as I recall—you went into the oral 
intention of Monolith and analyzed that to continue operations of 
alumina, to allow the Bureau of Mines the right to inspect, and then 
you went on to point out that there was nowhere in the file a written 
approval of the Bureau of Mines, of their faith in Monolith’s veracity ? 

Mr. Kritcer. However, that is quite right. As far as the records 
themselves disclose. Ilowever, we were informed that the matter had 
been discussed informally with the Bureau of Mines; that a formal 
request of the Bureau of Mines was in process and was deemed unnec- 
essary In view of the receipt of the new proposal from Ideal. 

Mr. Brooks. Will you just give the committee a brief analysis of 
your fourth point? 

Mr. Kriecer. Well, insofar as our fourth point, which primarily 
deals with the followthrough—well, primarily deals with the review 
and approval by the Attorney Ean al of the proposed sale, insofar 
as the antitrust implications are concerned, we comment primarily on 

the fact. that approval has been received, that the approval was predi- 
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cated upon the representations presented to the Attorney General 
by Ideal, and that we would subsequently follow through to ‘determine 
that the suggestion insofar as incorporating into the contract. of sale 
or other document was concerned of the restrictions included in the 
representations was complied with by GSA. 

Mr. Brooks. i. other words, as a matter of routine the GAO was 
planning to look into the mortgage of the contractual agreement to 
see that the prohibitions indicated and the restrictions recommended 
by the Attorney General’s opinion would certainly be incorporated 
into such documents or mortgage ¢ 

Mr. Krieger. Correct, sir. 

Mr. Brooks. And also did you point out the anticipated favorable 
action by committees of the Government, the Senate and House Gov- 
ernment Operations Committees of this deal represented by the fact 
that they allowed Ideal to go in and occupy the plant some time prior 
to its ultimate consummation ¢ 

Mr. Kriecer. We noted that fact ; yes, sir. 

We did note that Ideal had been authorized to go into the premises 
and use those premises for certain specific purposes, 

Mr. Brooks. Did you know of any other instances where they 
allowed prospective purchasers to occupy property to run test runs 
and alter it and so on for several months prior to concluding the sale? 

Mr. Krircer. Not to my knowledge; no. 

Mr. Brooks. Not to your knowledge ? 

Mr. Krircer. No. 

Mr. Brooks. Also, while you are here, there was an invitation list 
on the first bid of April 12, 1954, which really needed some verifying. 
The list was submitted out of their records. I wondered if you had 
any idea whether or not these people received them or whether they 
were complete invitations to bid, describing the property in detail 
and its potential uses. Here is the list. You may have noted that. 
I do not know. 

Mr. Krircrer. We did note the list. We did not go to the extent of 
satisfying ourselves that the individuals on the list actually received 
the documents connected with the proposal. 

Mr. Brooxs. I have no further questions at this point. Do you, 
Mr. Younger? 

Mr. Youncer. I would like to ask a couple of questions. 

Just what is the principal purpose of your audit of such transac- 
tions as we have before us? 

Mr. Eckert. May I answer that ? 

Mr. Younger. Either of you. 

Mr. Eckert. If you do not mind, I would like to do so as legislative 
representative of the Comptroller General. 

The purpose in any matter of this type is to assure that legally the 
contract was properly concluded and that whatever the agr eement 
was it was carried out in the contract or the documents. In certain 
instances we are authorized by law to make final determination in 
the type of case. In other instances we are not. But even in the see- 
ond class we would do that as a matter of ascertaining whether the 
best interests of the Government were protected. 

Mr. Youncer. It is essential then to find out whether the law has 
been obeyed, whether there has been any violation of law? 

Mr. Eckerr. That is correct. 
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Mr. Youncer. Generally, in trying to find that out do you go into 
policies of the various Government agencies to tell them how to trans- 
act their business ¢ 

Mr. Ecxerr. No, sir. 

Mr. Youncer. What was the purpose then of telling the GSA 
to how they should conduct their advertising ? 

Mr. Eckert. We did not. We have not. 

Mr. Youncer. I thought you said you did. 

Mr. Ecxerr. No, sir. 

Mr. Youncer. You were criticizing them, were you not / 

Mr. Ecxerr. Our office —_ our Audit Division to review the files 
and advise the ( ‘omptroller General as to whether or not this pro- 
cedure was appropriate or what their files disclosed. That is done 
for this reason: In any situation, be it a case, a contract, where we 
would be the final authority in determining whether advertising was 
complied with or whether it be a case such as a negotiated sale where 
advertising is not a legal requirement; nevertheless, in the first in- 
stance if advertising was a legal requirement, based upon our findings 
we could direct an agency to negate any invitations. In the other 
type of case we would bring the matter to the attention of GSA if we 
felt it was wrong, or to the Congress. 

Mr. Younger. Did you find any violation here of the law at all in 
connection with the advertising ? 

Mr. Eckert. There has been no determination by the Comptroller 
General in this case, but under section 203 they do not need to adver- 
tise. They can negotiate without advertising. Therefore, I think the 
answer would be there would be no legal question on the advertising. 

Mr. YounGer. Essentially, you are an arm of the Congress, are 
you not? 

Mr. Eckert. That is correct. 

Mr. Youncer. To see that the laws passed by the Congress are 
properly carried out and that the negotiations are properly and legally 
‘arried out? 

Mr. Eckert. Well, I think that we would not necessarily confine 
ourselves to determination of the legal question in a case like this. 
1 believe that were we to ascertain from the records of any agency 
that we felt that the intent of the Congress was not complied with, 
even though the letter of law might be, we would bring it upon our- 
selves to call it to your attention as a committee, 

Mr. Youneer. There has been no determination so far as your office 
is concerned of this particular transaction ? 

Mr. Eckert. No, sir. And since in the final analysis the matter is 
presently in the stage at which I think we could possibly formulate it 
or get it, I cannot see that there would be a final determination on 
the « question by the General Accounting Office. 

Mr. Youncer. Why would it not be ‘helpful to us, if you are an arm 
of the Congress, and you have made your investigation—why would 
not a final determination of the purposes of your audit be of value to 
the committee? Why should we not have it ? 

Mr. Brooxs. Pardon me. The information that they got in Jan- 
uary was very cursory and did not include a fair analysis or reflect 
the Comptroller General’s opinion as to this matter. 

Mr. Youncer. I know that. 
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Mr. Brooks. It was just a short study made by them. At the time 
we undertook to consider this matter the General Accounting Office 
apparently would not have had time to make a thorough study. And 
so we in turn made it ourselves. And it might be very ‘helpful, as you 
say, to have them make a study and have their an: alysis, but I think 
that most of the essential material upon which such a determination 
would be made had been brought before the committee. 

Mr. Youncrer. Have you made any recommendations ¢ 

Mr. Ecxerr. No; we have not. As the chairman pointed out, if the 
committee of course desired a complete investigation, why, it would 
be a question that the committee would direct to the Comptroller 
General, 

We have reviewed GS.A’s records as they pertain to the transaction 
and that information has been furnished to the committee. 

Mr. Younger. But you have made no recommendations or found 
nothing that you would consider as illegal or improper 

Mr. Ecxerr. Let me say only that the C ‘omptroller General has not 
reviewed this or made any recommendations, such recommendations in 
this case. 

Mr. Brooks. If you think, sir, that it might be helpful to the sub- 
committee and it might possibly, when we complete the hearings, we 
might request them to make such ast udy. 

Mr. Youncer. I think we ought to have the finding, as long as the 
Department has made an audit. 

Mr. Brooxs. I would not say that it is an audit. It is not a real 
study. 

Mr. Youncer. A study then. And have that information fur- 
nished, that we should have it in the hearings, his opinion on the 
report as furnished to him by the audit section. 

Mr. Brooxs. The report is here to be put in the record. I want it 
qualified because it does not reflect a thorough study by the General 
Accounting Office, as Mr. Eckert has stated. “T would not w ant undue 
weight to be given it in the final evaluation of this matter, since it is 
a cursory examination. 

Mr. Youncer. I am only interested in the Comptroller General’s 
opinion and final determination of his own Department’s review of this 
transaction which I think we should have. 

Mr. Eckert. In the absence of going into the field possibly and 
doing an investigating job, I think that we would have little alterna- 
tive but to indicate to you, as is indicated in this audit report, that 
under these circumstances there is no legal question for the General 
Accounting Office to rule on, and that their records certainly disclose 
that the sale was publicized. And so far as their records show there 
was no illegality or irregularity of record at that point. 

Mr. Younger. That is all. 

Mr. Brooks. Do you have any questions, Mr. Moss? 

Mr. Moss. Not at this time. 

Mr. Brooxs. Mr. Krueger? 

Mr. Krurcer. No questions. 

Mr. Brooks. Thank you very much. 

At this point, let’s get the statement of Mr. Wilson of Cheyenne, 
Wyo. 

Sir, would you come and join us for a few moments? Come sit up 
here. 
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TESTIMONY OF J. B. WILSON, PRESIDENT, WYOMING NATURAL 
RESOURCE BOARD, CHEYENNE, WYO. 


Mr. Witson. I will have to have someone read the statement because 
my eyes have gone bad. I have just had an operation. I can’t see too 
well. 

Mr. Brooxs. We are sorry to hear that. 

Would you raise your right hand ¢ 

Do you swear that the testimony you are about to give this sub- 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Wuson. I do. 

Mr. Brooks. Will you give your name to the subcommittee ? 

Mr. Witson. My name ‘is J. B. Wilson. My residence is McKinley, 
Wyo. Iam in the livestock business. I am president, or chairman of 
the Wyoming Natural Resource Board, a board that is charged with 
the responsibility of protecting promoting, and helping the natural 
resource industry of the State of Wyoming. 

Congressman, if you will read the statement. 

Mr. Brooks. At this point in the hearing, Mr. Wilson has requested 
that Congressman Thomson, Keith Thomson, from W yoming, a new 
Congressman, read Mr. Wilson’s statement. We are glad to have you 
with us. 

He has been present at all hearings and has indicated a sincere in- 
terest in this problem which vitally affects Wyoming. We appreciate 
his interest, and at this point Mr. Wilson has asked him to read his 
statement. 

We are glad to have Mr. Thomson here. We appreciate your put- 
ting this testimony before the committee. 

Mr. Tuomson. ‘Thank you, Congressman Brooks. [Reading :] 


I am J. B. Wilson of McKinley, Wyo., and president of the Wyoming Natural 
Resource Board which is the official State board charged with the conservation, 
promotion, and development of the natural resources of the State of Wyoming. 

The Laramie Chamber of Commerce held a special meeting of their industries 
committee on March 28, 1955. At that meeting representatives of Monolith Port- 
land Midwest Cement Co. appeared and presented their views concerning the 
disposition of the Laramie alumina plant. The Laramie Chamber of Commerce 
board of directors unanimously agreed that no new evidence had been presented 
and reaffirmed their previous decision recommending sale to Ideal Cement Co. 

The Wyoming Natural Resource Board first entered into the negotiations for 
the sale of the Laramie alumina plant at a meeting held in Laramie, Wyo., June 
1953. 

At that time, it was pointed out by Mr. Otto C. Klein, of the General Services 
Administration, that the Government was obligated to receive as large a recoup- 
ment as possible from their investment in the plant. 

The Wyoming Natural Resource Board insisted that there be two additional 
conditions attached to the sale of the plant. 

These were: 

That the plant should not be cannibalized or moved from Laramie. 

That the invitations to bid should require that the plant be continued 
as an operational unit preferably to continue experimentation with the 
manufacture of alun lina, 

The Laramie alumina plant negotiations received the attention of Wy ming’s 
former Governor, the Honorable C. J. Rogers. The chief executive s enified 
his interest in a letter to Secretary of the Interior McKay, November 25, 1953, 
in which Governor Rogers asked Secretary McKay to take action on the dis- 
posal of the alumina plant by the General Services Administration at such 
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time as the Department of the Interior concluded its experimental work at 
the plant. . . 

Our hope being the sale could be arranged without the necessity of closing 
the plant and laying off trained personnel. : , : 

Invitations to bid were sent out by the General Services Administration. 

Basically, three companies bid for the Laramie alumina plant : 

The Harvey Machine Co. submitted a bid for this plant on such terms that 
it could not be considered. 

The Ideal Cement Co., of Denver, Colo., submitted a bid which con- 
tained the terms that they wou!d pay $1,050,009 for the plant but would 
not agree to operate the plant. In fact, they were very forthright in their 
statement that they were interested in the plant for the machinery which 
they cou'd salvage from it. 

The Monolith Midwest Portland Cement Co. at Denver, Colo., submitted 
a bid of $600,000 and a commitment to continue operation of the plant at 
Laramie, Wyo. 

The Wyoming Natural Resource Board, after analyzing the bids which were 
submitted, determined that the Monolith Co. was the only firm that submitted 
a bid satisfactory to the State of Wyoming. 

Therefore, the board determined that they should assist Monolith in their 
nevotiations with the General Services Administration for the purchase of the 
Laramie alumina plant and these views were transmitted to Wyoming's con- 
eressional delevation. Senators Barrett and Crippa, with representative of 
the Wyoming Natural Resource Board, met with representatives of the General 
Services Administration in Washington and discussed this matter fully with 
them. 

We were advised that the General Services Administration were negotiat- 
ing with the Monolith Portland Midwest Cement Co. for the sale of the Laramie 
alumina plant. We were further advised that the General Services Admin- 
istration was oblivated to receive the hivhest monetary consideration that 
could be obtained for the plant. Monolith was then contacted and advised 
of this requirement. On July 27, 1954, the Monolith Co. amended their bid 
for the Itaramie alumina plant. The amended hid contained the terms that 
Monolith world pay $1,110,000 for the plant and that there would be no written 
commitment for the operation of the plant. All interested parties had Mono- 
lith’s renresent’tives’ verbal assurance that the Laramie alumina plant would 
be orerated in Laramie, Wyo. 

This was unsatisfactory as the General Services Administration required the 
operational commitments to be in writing in order to show compliance with the 
invitation to bid. The Natural Resource Board, because of insistence on vse of 
the plant as a manufacturing unit, also considered that the agreement should be 
in writing. 

Members and staff of the Wyoming Natural Resource Board made several 
phone calls and personal contacts with Senator Barrett and the Monolith Co.’s 
representatives in an effort to reach a satisfactory agreement concerning the 
operation of the Laramie alumina plant. 

Monolith in each case refused to make a commitment in writing for the opera- 
tion of the nlant in Laramie as a condition to their higher bid—thbat is, a bid 
submitted for pyrchase of the plant above the original bid of 8600,000. 

The contacts ahove referrel to culminated in a meeting being arranved in 
Washington, D. C., on September 8, 1954, at which were present Senators Bar- 
rett and Cripna, GSA representatives, the president of Monolith and other com- 
pany rep”esentatives, and representatives of the Wyoming Natural Resorrce 
Roard. This meeting was to negotiate a satisfactory sale contract including 
the condition that te verbal agreement relative to the operation of the plant 
be reduced to writing and made a part of the sales contract. The Monolith Co. 
refused to reduce their verbal commitments to writing and the negotiations for 
the sale were unsuccessful. 

On or about Sentember 15, 1954, the Tdeal Cement Co. amended their bid for 
the Laramie alumina plant to the extent that they would pay $1,290,000 for the 
plant and agreed in writing to operate the plant in the manufacture of light- 
weight avgrecate. Ideal further avreed that they would keep this plant intact 
for a period of 10 vears, and in the event that an emergency would develop, 
they would return the plant to the United States Government. 

In view of this new bid by the Ideal Co., a meeting was arranged in Governor 
Rogers’ office, September 24, 1954. At the meeting in Governor Rogers’ office, 
there were in attendance Senators Barrett, Crippa, Congressman Hurrison, rep- 
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resentatives of the Laramie Chamber of Commerce, representatives of the Gen- 
eral Services Administration, and representatives of the Wyoming Natural Re- 
source Board. At this meeting the negotiations for the sale of the Laramie alu- 
mina plant were reviewed and the two competitive companies representatives 
were given a chance to express their views. After this discussion the following 
joint resolution was adopted. 

“Resolution, September 24, 1954: 

“At a joint meeting of the Industrial Committee of the Laramie Chamber of 
Commerce and members of the Wyoming Natural Resource Board, a full dis- 
cussion concerning the sale by the Federal Government of the alamina plant at 
Laramie, Wyo., was held. 

“The facts developed that only one bid had been received meeting the specifi- 
cations in the call for bids. The facts also developed that this bid wou'd meet 
the requirements originally set forth by the Natural Resource Board and the 
Laramie Industrial Committee by providing for the continued operation of the 
plant and an assured payroll in the State of Wyoming. 

“Therefore, the joint committee recommends to the Governor of the State of 
Wyoming and the congressional delegation that they urge upon General Services 
Administration the acceptance of the only bid meeting the specifications, namely 
that of the Cement Co. 

“The joint committee wishes to thank the officials of General Services Ad- 
ministration, Governor Rogers, Senator Barrett, Senator Crippa, and Repre- 
sentative Harrison for the full cooperation received during the course of these 
negotiations.” 

April 6, 1955, the Wyoming Natural Resource Board again met with repre- 
sentatives of the Monolith Co. and Ideal Co. and after a full hearing the board 
reaffirmed its position as expressed in the joint resolution heretofore read. 


Mr. Brooks. On page 3, the statement points out that verbal assur- 
ances that the alumina plant would be operated by Monolith were 
given, and it is stated there that this was unsatisfactory, and the Gen- 
eral Services Administration required the operational commitments 
to be in writing in order to show compliance with the invitation to bid. 

You will recall in hearing this testimony at this hearing, that both 
Mr. Moody and Mr. Elliott and the record itself reflected that there 
was a general understanding that they would get a written note from 
the Bureau of Mines on their intention to continue the operation, and 
that their verbal assurance at the time was satisfactory to the Bureau 
of Mines. 

I don’t think that they required a written assurance at that time. 
They asked for it, and it was going to be processed, and it would come 
up. I think that was the essence of the testimony. Do you recall 
that ? 

Mr. Wirson. I recall that testimony, Mr. Chairman, but the position 
of our board was—and is—that specifics should be written into the 
contract. 

Mr. Brooks. That was not the General Services Administration’s 
position as stated in this statement. 

Mr. Wirson. I cannot testify, Mr. Chairman, for the General Serv- 
ices Administration. I am testifying for the Wyoming Natural Re- 
source Board, and that is our position. 

Mr. Brooks. That is your position. That is not the position of the 
General Services Administration, as was stated in your statement. 

Mr. Witson. | know this statement was read. I didn’t attend the 
meeting in Laramie. I was away somewhere. This statement was 
prepared from the records in the office of the Natural Resource Board 
and I read this statement, or had it read, to the Natural Resource 
Board meeting on April 6, and they then reaffirmed the position they 
had previously taken. : 
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I do want to say one thing, Mr. Chairman. There has been some 
question raised about prejudice. I want to say the Wyoming Re- 
source Board and the gentleman who is now testifying—and I have 
been only president of ‘the Board for a period of 2 or 3 months, al- 
though I have been a member of this organization—that we were 
prejudiced. 

We were prejudiced in favor of Monolith. We did everything in 
God's green earth we could do to get that contract for Monolith. We 
were prejudiced, and I am frank to admit it. 

Mr. Brooks. Lappreciate your honesty. 

Mr. Younger, do you have any questions of this gentleman, Mr. 
Wilson ? 

Mr. Youncer. Yes, I havea few here. 

Mr. Wilson, were you a member of the Natural Resource Board 
of Wyoming at the time this plant was built ? 

Mr. Witson. The Natural Resource Board at the time this plant 
was built was not in existence. I have been a member since it was 
appointed by Senator Barrett, who was then Governor Barrett some 
4 years ago. 

Mr. Youncer. I was interested in information as to the time this 
plant was originally built. 

Mr. Wirson. I was interested because I was somewhat familiar 
with it. I was in Washington a good deal of the time. I was down 
here representing the wool growers for a good many years. I was 
interested. 

Mr. Youncrr. Were you familiar with the details at the time? 

Mr. Wirson. No, except they were getting a plant in Laramie, and 
I was interested in anything that would do something for the State of 
Wyoming. 

Mr. Brooxs. He thought they would put in a scouring plant. 

Mr. Witson. No. I have discouraged scouring plants. 

Mr. Brooxs. Do you have any further questions ? 

Mr. Youncer. That is all. 

Mr. Brooks. Do you have any questions, Mr. Krueger? 

Mr. Krurcer. No questions. 

Mr. Brooks. Mr. Moss? 

Mr. Moss. You were not at the September 24th meeting in Laramie? 

Mr. Witrson. I was not present at that meeting. 

Mr. Moss. Then you have no specific knowledge of the conversa- 
tions that took place there ? 

Mr. Witson. No, except as have been reported to me. TI have a 
good deal of confidence in Senator Barrett. I am rather inclined to 
take his word for it. 

Mr. Moss. Were you present at the September 14th meeting? 

Mr. Wirson. That was in the Governor’s office. I was at a meet- 
ing in the Governor’s office. 

Mr. Moss. September Sth ? 

Mr. Witson. I don’t recall the date. I was at a meeting of the 
board in the Governor’s office. 

Mr. Moss. That is all. 

Mr. Brooxs. Are there any further questions ? 

Mr. Krueger ? 
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Mr. Krurcer. What was the reason you were prejudic ed for the 
Monolith Co. so that you wanted the Monolith Co. to continue the 
plant? 

Mr. Wirson. First I heard of the sale of this plant was when Mr. 
Russell, vice eee of the Monolith, came up to Cheyenne to ap- 
pear before the Natural Resource Board meeting and explained what 
they had in mind, explaining this process could be used to recover 
alumina, could be used in connection with the cement, and they had 
great hopes of it being successful. 

That interested the Board, and it interested the present speaker 
to a point where we tried every way we could to get that turned over 
sold or leased to the Monolith Co. It meant an industry in W yoming. 

Mr. Kruecer. The Ideal Co. didn’t make such advance promises 
that they would continue it? 

Mr. Witson. I never heard of the Ideal Co. being in the picture 
until last September, I believe it was. So far as we knew, they weren’t 
interested. Had we known they were interested, we would have tried 
to do everything we could to help them. 

Mr. Krurger. At the time the Monolith Co. was the only one that 
showed interest in its continuation ? 

Mr. Wuson. So far as we knew, they were the only one interested. 

Mr. Krvurcer. That is all, Mr. Chairman. 

Mr. Brooks. Do you have any questions, Mr. Hardy ? 

Mr. Harpy. No. 

Mr. Brooks. Thank you very much. 

Mr. Wirson. Thank you. 

Mr. Brooks. At this time I would like to ask Mr. McBride, one of 
the main movers in this thing, to come forward. He is very inter- 
ested in it. 

Mr. McBride, would you raise you right hand to be sworn? 

Do you swear that the testimony you are about to give this sub- 
committee will be the truth, the whole truth and nothing but the 
truth, so help you God ? 

Mr. McBrine. I do. 

Mr. Brooks. Will you give your name and your position in this 
company to the subcommittee, sir? 


TESTIMONY OF H. D. McBRIDE, MANAGER, OXIDE DIVISION, 
MONOLITH PORTLAND MIDWEST CO. 


Mr. McBrive. My name is H. D. McBride. I am manager of the 
Oxide division of the Monolith Portland Midwest Co. 

Mr. Brooks. You may proceed. 

Mr. McBripe. With your permission, Mr. Chairman, I should like 
to read my statement, if I may, and perhaps with a continued reading 
of it, I might suggest that any questions would come afterward, or 
if you would prefer, I would be glad to be interrupted. 

Mr. Brooks. I believe, gentlemen of the subcommittee, we might 
well hear these people through and then question their testimony, 
although we might want to stop them at the time of the reading of 
their statement. 

Mr. McBripe. Our preliminary statement is as follows: 

Monolith submits that the record demonstrates the following: 
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1. The GSA report to this committee acknowledges that Congress 
has directed that national and public interest required the use of the 
plant now under investigation for the purpose for which it was 
intended. 

2. The March 8, 1954, GSA inivtation to bid states: “It is the desire 
of the Government that this plant be used for the manufacturing 
purposes for which it was intended,” and requested bidders to “use the 
plant and equipment in the present location for carrying on a manu- 
facturing operation for a period of not less than 5 years” and required 
bidders to specify the use they intended. 

3. Bids were opened privately on April 20, 1954. 

(a) Ideal offered to charge the Government $1 plus all its costs to 
further experiment with the lime-soda-sinter process. 

(4) $1,050,000 without restriction as to use or cannibalization stat- 
ing its intention to use the equipment “in connection with its cement 
operation.” The GSA report recites that the $1,050,000 was its then 
valuation of the property. Ideal bid to the exact penny. 

Monolith responded to the national and public interest requirements 
of the bid by an offer to make a reasonable test run, to operate for 
the 5 years in place and to pay the Government $600,000, being a sum 
equal to or more than the amount the Government received from its 
liquidation of three other World War II alumina from clay experi- 
mental plants. The Government expended approximately $86 million 
during World War II upon 4 alumina from clay and 4 combination 
Bayer lime-soda-sinter process plants, being additions to Alcoa’s 
or hew plants. 

4. On May 19, 1954, GSA rejected all bids. Monolith bid $600,000 
and obligated itself to test the process at its expense. Ideal proposed 
to charge the Government $1 plus all its expenses. Had the Monolith 
bid been accepted operation of the plant would have continued through 
the transfer of operations from Bureau of Mines to Monolith and no 
loss of employment would have occurred. 

+. On June 2, 1954, GSA invited bids upon the following alterna- 
tives: 

(a) Without restriction provided the bidder “set forth the purpose 
for which the plant is to be used” and the bidder demonstrates “his 
technical ability.” 

(6) Use of the plant to produce alumina under exceedingly exact- 
ing and unusual specifications, including forfeiture of patent rights 
and the entire investment if a default occurred. 

6. On June 21, 1954, GSA opened the bids and found that both 
bidders had renewed their bids except that Monolith had on May 26 
1954, changed its “reasonable test” to “fully test” the process an 
otherwise materially increased its bid. 

7. As of July 20, 1954, GSA, RFC (being Monolith’s adversary in 
the plant litigation), ODM and the Bureau of the Budget had pre- 
vailed upon this committee’s Senate counterpart to on that day reject 
the late Senator Hunt’s resolution and the Senate Appropriations 
Committee’s June 18, 1953, direction that the plant be used for the 
yurpose which it was intended. Frequently before that date GSA 
informed Monolith it would not consider the value of an obligation 
contained in a bid requiring the bidder to test the process. 
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8. On July 27, 1954, after the just stated July 20 action, Monolith 
increased its bid to $1,110,000 after having obtained assurance that 
GSA would accept the bid. 

9. On September 8, 1954, after Monolith’s president had been as- 
sured that GSA’s Administrator, Mr. Mansure, would meet and close 
a sale, he came to Washington. A meeting was held at Senator Bar- 
rett’s office. GSA’s general and assistant counsels and its Commis- 
sioner of Public Buildings appeared. They demanded a written obli- 

gation by Monolith to carry out the national and public interest of 
testing the proc ess, but compromised by orally accepting conditions 
to be contained in the purchase money mortgage requiring the plant 
and equipment to remain as is for 5 years if Bureau of Mines would 
express its satisfaction with Monolith’s declared intention to test its 
patented process. Monolith’s president offered to then prepare and 
execute the necessary documents. GSA asserted that the documents 
had to be prepared at the regional ollices in San Francisco or Los 
Angeles. 

10. The GSA report to this committee acknowledges that the Bureau 
of nad approval was available by September 15, 1954. 

By September 16, 1954, the GSA report acknowledges that it 
stot negotiating a further secret deal with Ideal. GSA ap- 
peared at Cheyenne, Wy yo., on September 2¢ with fully prepared docu- 
ments to consummate a sale to Ideal. A few days’ notice was given 
to Monolith of this cnet meeting and its vice president Russell 
appeared, protested and requested new bids. 

12. By November 1954, without the Justice Department’s statutorily 
required approval, GSA’ placed Ideal in possession, and it since has 
operated the plant to test its asserted lightweight avgregate program. 
Lightweight aggregate is primarily used with Portland cement. 

13. On Janu: iry 11, 1955, the Justice Department conditionally ap- 
proved the GSA sale to Ideal. Ideal’s bids were all conditioned upon 
the use of the pli int and equipment in Ideal’s cement business. Ac- 
cording to Ideal’s publicity it amended its bid after the September 8, 
1954, meeting with Monolith. At the Cheyenne September 24, 19: 54, 
meeting Ide: il asserted it would use most of the plant to produce light- 
weight aggregate. Most of the plant is chemical equipment for 
extracting alumina from clay. 

desire, before in greater detail reviewing this record, to advise 
the committee that Monolith engineers, consultants, and executives 
are prepared to testify, and its general counsel and director is avail- 
able to advise the committee of Monolith’s willingness to improve its 
bids. 
I. SUMMARY HISTORY OF CONSTRUCTION OF PLANT 


In 1942 German submarines had reduced the import of bauxite 
the raw material from which alumina and thence aluminum is made, 
to an insignificant amount. The situation was so critical that the 
War Department appealed to industry at large to present to it any 
experience or ability to produce alumina from the unlimited reserves 
of domestic clays and anorthosite. Monolith responded thereto and 
before May 18, 1942, when Alcoa applied for patents did present in 
confidence to a WPB division dominated by Alcoa experience in 
which, as part of a cement operation, alumina had been separated 
and discarded as unwanted in the production of finished cement. 
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Mr. Oliver C. Ralston, who was the Bureau of Mines’ representative 
on the WPB committee, was greatly impressed and on March 4, 1942, 
reported: “This is what we “hi ave been waiting for.” Spurred on ; 
by this and the dire emergency need for alumina, we presented a plan 9) in 
to construct a combination alumina lime-soda-sinter and cement plant n 





: 


in South Carolina at tidewater to obtain a large waterborne cement . 
market and utilize the soft alumina clays of South Carolina and a y 
lime deposit owned by Monolith. p 

At this point, we were confronted by Dr. Francis C. Frary, Alcoa’s 
director of research, and a member of the National Academy of : 
Sciences and the WPB committee, who strenuously opposed any de- 
velopment of our process, stating to us it had no chance of suc ceeding. 
Yet Frary’s assistant, Waldo A. Brown, applied for patents upon an 
essential feature of Monolith’s process. 

The Government in 1942 appropriated $56 million for Alcoa to 
build plants to carry on this venture at Mobile, Ala., Baton Rouge, 
La., East St. Louis, Ill, and Hurricane Creek, Ark. In turn, early 7 
in 1942, we were told to and did design an alumina plant at Laramie, 
Wyo., to be an integral part of our cement plant. We were then 
requested in May 1943 to design the present Laramie plant and told 
that Government regulations required Government ownership of the 
real estate upon which any plant was constructed. Formal contracts 7 
were executed resulting in the sole consideration to be received by a 
Monolith being a test of its process and requiring Monolith to obtain | 
patents upon the process. If Monolith failed, DPC, the agent of the 7) 
Government, had the right to cbtain them. i 

In 1946, however—shortly before the plant. was _completed—the 
Monolith-DPC (then RFC) contract was terminated by RFC in ac- 
cordance with an agreement made with WAA (now GSA) to hold 
the plant for the experimental efforts of the Bureau of Mines. 

Realization from and the World War II effort to free the Nation 
from the importation of bauxite is as follows: On June 1, 1942, there 
was appropriated $56 million to build plants at Hurricane Creek, 

Mobile, and Baton Rouge and to convert Alcoa’s East St. Louis pl: int 
to make the sodium aluminate covered by Monolith’s patents. The 
Mobile and Baton Rouge lime-soda-sintering plants cost $16.8 million, 7 
and Ideal paid the Government $2.6 million when they were canni- 
balized immediately after the war. The Laramie alumina from do- | 
mestic clays plant was authorized to be constructed in May 1943. It 7} 
was 1 of 4 such plants to experiment with domestic materials. GSA’s ) 
predecessor, WAA, received $752,000 on the Salt Lake City plant 
costing ee received $667,000 from the Giant Cement Co. for | 
the Harleyville, S. C., plant costing $3,449,000, and $325,000 for the 
sale of the Oregon plant costing $5, 693 ,000. 

The result today is that the Laramie plant is the only available 
pilot plant to test the commercial feasibility of a process using en- | 
tirely domestic materials that all experts agree is technically feasible. 
The Hurricane Creek plant lime-soda-sintering facility is now being 
operated by Reynolds Metals Co. After the war the Justice Depart- 
ment and Alcoa had a dispute as to whether Alcoa would license Reyn- 
olds use of the Brown patent in the Hurricane Creek plant. Alcoa 
asserted the Brown May 18, 1942 patent had a value of $10 to $12 a 
ton. The license with tieback covenants was granted and thereafter 
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Judge Knox in his 1950 Alcoa anti-trust opinion stated concerning the 
lime-soda-sinter process : 

Though not presently commercially feasible, the technological structure of this 
industry, even at the present time, includes processes for the extraction of alu- 
mina from clay. To my mind, the refinement of these processes, which may only 
represent improvement on the processes presently utilized in the plants, consti- 
tutes an important avenue, if not the major avenue, of development in this in- 
dustry. The elimination of the need for foreign bauxite supplies could easily 
provide the initiation of a successful process with a tremendous cost advan- 
tage, and would contribute greatly to our national security by vastly enlarging 
the domestic reserve of unsable aluminum material. 


II. BUREAU OF MINES OPERATION OF PLANT 


The Bureau of Mines entered and completed the plant and con- 
ducted experimental work upon the process with congressional ap- 
propriations of $2 million. Valuable technical data was obtained on 
which their Messrs. Zinner, St. Clair, and Blue have determined that 
the process will produce satist: actory alumina at some cost without 
the very substantial credit to be earned by making cement out of the 
residue. 

On May 15, 1953, the Senate Subcommittee on Interior Appropri- 
ations conducted a hearing upon the Bureau’s final request for ap- 
propriations to complete its research in the plant. (See Senate hear- 
ings on H. R. 4828, making appropriations for the Department of the 
Interior for the fiscal year ending June 30, 1954.) Senator Barrett 
and the late Senator Hunt appeared before this committee in support 
of the appropriation, provided the committee would adopt in its re- 
port language which had been agreed upon by the Bureau of Mines 
to effect that at the end of the fiscal year 1954 the Bureau would con- 
clude its work and, in the meantime, an opportunity be given us to 
enter into an agreement with GSA for the purchase of the plant in 
such manner as to enable the Bureau to observe our operations in the 
production of alumina. 

Senators Barrett and Hunt further testified that adoption of such 
language in the committee report might prevent any shutdown of the 
plant during the interval between the Bureau of Mines’ exit and the 
time a private operator purchased it, thus providing for a smooth 
transition of operations from Government control to private control, 
and continued employment of most f the 180-man payroll. 

Mr. Paul Zinner, Chief, Minerals Divisions, Bureau of Mines, testi- 
fied at this hearing that the Bureau’s sole interest was in learning 
what. this type of plant would do on nonbauxite materials, that the 
Bureau was interested in seeing the research continued to comple- 
tion to protect the Government’s interest in the plant, and that if such 
language were adopted and compiled with, the national interest would 
be satisfied and protected. 

On June 18, 1953, the Senate subcommittee issued its report No 
445 which included such language to provide for these things being 
accomplished and it was in this climate that we initiated and pro- 
ceeded to conduct negotiations with GSA in an effort to acquire the 
plant for the purpose of completely testing the economic feasibility 
of producing alumina therein. During this 12-year endeavor to build 
the plant and operate it for that purpose, my company had expended 
over $1.5 million which, of course, constrained us to make every effort 
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to ultimately acquire it, plus the $8 to $10 million of earnings it 
had foregone by not expending this $1.5 million upon expansion of its 
cement plant. 


Ill. HISTORY OF GSA NEGOTIATIONS FOR SALE OF THE PLANT 


On March 8, 1954, GSA issued its first invitation for bids for sale 
of the plant specifying, among other things, that it was the desire 
of the Government that it be used for the manufacturing purposes 
for which it was originally intended, which was the complete testing 
of the alumina process. Bids were opened April 20, 1954, but not 
publicly. 

Thereafter, on May 19, 1954, GSA advised us that it had decided 
to reject all bids opened on April 20, 1954. We made, on May 26, 
1954, an amended proposal which provided that we would commence 
operations to make alumina by the lime-soda-sinter process using 
anorthosite and/or other local materials in a manner to fully test 
the commercial value of the process and the residue therefrom, and 
that thereafter, during the remainder of the 5-year period, the plant 
would be used in place to manufacture any commodity for which it 
was found to be suited. This amended proposal was much more 
obligatory upon Monolith to conduct these alumina operations. 

On June 2, 1954, GSA then invited the only bidders to submit 
new offers upon either or both of two alternatives with bids to be 
opened publicly. 

These alternatives were : 

(1). Without restriction upon use, operation, removal, or disposal. 

(2) Restricted to alumina production (utilizing the residue for 
cement production) with such alumina production to be at the full 
rated capacity of the plant, 60 tons a day, for 1 year under the super- 
vision and direction of the Government, and if the Government deter- 
mined the operation economically practicable, purchaser to continue 
operations for 9 additional years at same rate with percentage of net 
profits as royalty in addition to the purchase price. 

That such a specification could not be the basis for a good-faith 
bid, is obvious. For instance, the Bureau of Mines knew and had 
stated in writing that the plant’s maximum capacity, without time 
and expense involved to install additional costly grinding equipment, 
was and is 3 tons per day or one-half of the plant’s rated capacity. 
Furthermore, complete control and discretion as to operations would 
be in GSA with no rights of the operator although he would finance 
the operations. In addition, GSA would exact from the purchaser 
a royalty-free nonexclusive license to the patents. We submit that 
GSA knew that such a contract undertaking would be impossible of 
accomplishment and that it was their design and intent to prevent 
anyone from bidding thereupon. 

Nevertheless, on June 14, 1954, we submitted a second amended 
counterpurchase proposal upon alternative (1) of GSA’s June 2, 
1954, invitation. This amended proposal incorporated our original 
proposal of April 5, 1954, and its first amended proposal of May 26, 
1954, and added two further offers to the effect that Bureau of Mines 
representatives would have full access to the plant to observe opera- 
tions as directed by Congress and that in addition to the $600,000 
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theretofore offered, we would pay $200,000 from the profits of the oper- 
ation for the sixth and seventh years under certain conditions. 

Bids were opened on June 21, 1954, with Monolith and Ideal sub- 
mitting the only serious offers. The Ideal bid was for $1,050,000 (the 
exact amount of GSA’s appraised valuation if not operated in place) 
with the right reserved by Ideal to move the plant from its present 
site. 

Upon GSA’s statement that our bid was not of sufficient dollar 
amount and because they could not consider the value attached to a 
complete testing of the alumina process, which would cost from $1.5 
million to $2 million at the outset, we offered on July 27, 1954, as an 
alternative to our earlier proposals $1,110,000 conditioned upon 
the same provisions as the Ideal bid which was entirely unrestricted. 

A conference was had the same day with GSA officials Moody and 
Peyton. Mr. Moody’s first statement was: “Do you have your check- 
book ready?” They then stated for the first time that because their 
appraised valuation of the plant, for use in place as a cement plant, 
was $1.8 million, they would have to determine how they could sell 
to us for $1,110,009, particularly because they had never advertised 
on a nationwide basis for its sale on an unrestricted basis. Mr. Moody 
and Mr. Peyton expressed their understanding that we would use 
the plant in place for alumina production. 

Some comment was made concerning our not having made a 10-per- 
cent deposit and our offer of 4 percent instead of 5 percent interest on 
the unpzid balance. I replied that we would make such a deposit as 
soon as they had an offer from us they thought they could accept. This 
was satisfactory to them and no objection was ever raised during the 
entire course of the negotiations. 

Thereafter, GSA advised me that the bid invitations were based upon 
the initial use of the plant for alumina production and neither Ideal’s 
bid nor our July 27 bid met this requirement. Monolith’s intent, 
however, is spelled out in its memorandum dated September 4, 1954, 
which was completely discussed by our president, Mr. Coy Burnett, 
at a meeting with GSA officials Elliott, Moody, and Stroble, and 
Senators Barrett and Crippa in Senator Barrett’s office on Septem- 
ber 8, 1954. 

This memorandum graphically demonstrated the hidden but real 
financial difficulties in the contractual obligation of a purchaser to 
make “a reasonable test run” of the alumina process and reconciled 
the $600,000 bid with the $1,110,000 bid upon this ground. Our real 
interest was and is irrevocably tied to a complete test run, but a con- 
tractual obligation to do so was unjustified in view of the $1,110,000 
bid which was upon the same basis of unrestricted use as the Ideal bid 
plus the fact that it was $60,000 higher. 

Mr. Chairman, at this point, it may be advisable to read into the 
record the aforementioned September 4 memorandum which was pre- 
pared by our president and fully discussed in most of its details at the 
ensuing meeting in Senator Barrett’s office, if you think that would 
be pertinent. 

Mr. Brooks. Gentlemen of the committee, do you think that might 
be of vital interest to him in presenting his case 

Mr. McBripe. We believe this to be the key document. 

Mr. Harpy. Let me understand what that is. I understand that is 
a memorandum that was prepared in Senator Barrett’s office ? 
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Mr. McBrinr. Yes, sir. 

Mr. Harpy. Whose memorandum is it? 

Mr. McBrine. It is the memorandum of the president of my com- 
pany, Mr. Coy Burnett. 

Mr. Harpy. It sets forth Monolith’s position in the matter / 

Mr. McBrive. Yes, sir. It sets forth the intent of the company, the 
reasons why the company could not guarantee the contract undertak- 
ing to accomplish any operation of any kind at the site in writing. 

Mr. Youncer. May I ask one question there? 

Mr. McBripr. Yes, sir. 

Mr. Youncer. Isn't this your president’s recollection of the con- 
versation that occurred then ? 

Mr. McBripr. No, sir. This is dated September 4. It is before the 
actual September meeting. 

Mr. Youncer. It was actually presented to the meeting ? 

Mr. McBripr. It was prepared for the purpose of the meeting for 
discussion. 

Mr. Harpy. If that memorandum was presented at that meeting, Mr. 
Chairman, it would seem to me we should have already had a copy 
of it from the General Services Administration records. 

Mr. Brooks. I have not seen a copy of that memorandum. I don’t 
recall seeing it in the General Services Administration records. 

Mr. Moopy. It is my recollection that is in the file. 

Mr. Harpy. If it is pertinent to a proper presentation of Monolith’s 
case, I think we ought to have it. 

Mr. Brooks. Let’s hear it then, gentlemen. I couldn’t find it in 
looking over the General Services Administration records, although 
thev say it is there. 

Will you read the document ? 

Mr. McBrinr. The memorandum is dated September 4, 1954. It 
was prepared by our president, Mr. Coy Burnett, for the express pur- 
pose of discussing the sale of the plant at the Laramie meeting held 
September 8, 1954 with Senator Barrett, and Senator Crippa at Sen- 
ator Barrett’s office : 


MEMORANDUM BY MONOLITH-PORTLAND-MIDWEST Co. 
Disposition of Alumina Plant—Laramie, Wyo. 


I. NEGOTIATION STATUS 


The issue is whether some understanding, express or implied, is to be added 
to the plant purchase price of $1,110,000. 
A. The desire of the seller is to— 
1. Create and maintain employment in Wyoming. 
2. To satisfy those who believe that an alumina test run is in the national 
interest. 
B. The desire of the buyer (Monolith) is to— 
1. Create and maintain employment in Wyoming. 
2. To satisfy those (including buyer) who believe an alumina test run 
is in national interest. 


II. POSITIONS OF PARTIES 


A. Seller’s desire to receive the purchase price based upon no additional un- 
derstanding and stil) obtain some additional understanding concerning an 
operation. 
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B. Buyer’s desire to receive plant either upon its offer, which includes mak- 
ing the test run at a purchase price of $600,000, or upon the unrestricted offer 
of $1,110,000. 

lf. ANALYSIS OF POSITIONS 


1. Upon alternative—of no restriction. 

There is no conflict as to desirability of a test run. There is a conflict as to 
its being entirely within the control of the buyer or to be subject to some con- 
ditions. Seller urges that the test run being contemplated by all parties it is un- 
reasonable for buyers to refuse to commit itself for some sort of an operation. 

Buyer’s position is that it can proceed only upon a definite basis of restric- 
tion or no restriction as its entire financing and operating program is tradition- 
ally and probably permanently based upon a 12-months projected balance sheet 
of receipts and disbursements and that any uncertain commitment would with 
our financial associates require the inclusion of the largest expenditure which 
could be envisaged in complying therewith under the most adverse developments 
presently forseeable. 

A. Some of these developments could be the expenditure of $500,000 to $1 mil- 
lion to acquire and equip raw material quarries and transport their product to 
the plant in the most economical way. 

B. The expenditure of, say $500,000 to correct machinery or building defects 
or deficiencies which are found to interfere with the normal routine to be de- 
veloped and required in that balanced operation which is essential to any reason- 
able determining of quantities, qualities and cost or product at its various states 
and in total. 

C. The use of, say $1 million to store the products manufactured. 

Roughly, buyer’s first 12-month operating projection under these conditions 
would be: Normal operations, $1,000,000; Items A, B, and C, $2,500,000—or a 
total of $3,500,000 if buyer’s bank decided that buyer was legally or morally 
bound to conduct within a certain time an alumina production program of any 
kind. 

On the other hand with no additional understanding buyer's first 12-months 
production sheet would initially carry only “Normal Operations $1,000,000" and 
the other items of A, B, and C, would await their addition thereto when nor- 
mal operations developed their need and soundness to the satisfaction of buyer's 
executives and its bank. 

It would be difficult for buyer to justify with its bank even an implied or un 
certain obligation to operate as morally at least calling for anything less than 
the reasonab!e test run theretofore discussed with them and adopted as the basis 
of buyer’s $600,000 bid. 

Moreover, it would not be helpful to substitute an implied obligation to con- 
duct a cement operation in the Government oxide plant as all plans recently dis- 
cussed and approved between buyer’s executives and its bank have contem- 
plated an alumina operation. In fact, buyer’s 12-month projections have for many 
months provided for an alumina operation of a new department created at buyer’s 
cement plant which is in its second year of satisfactory quality production of 
alumina and its by-products. 

2. Upon alternative—of a restriction. 

In heretofore stating buyer’s alternative procedure without restriction, buyer 
has really discussed its planned procedure under its $609.000 purchase offer as 
it believes that procedure would be held by most qualified reviewers to con- 
stitute the reasonable test run of the commercial feasibility of the process which 
buyer covenants to conduct if its $600,000 offer is accepted. 


IV. IMPRACTICABILITY OF UNCERTAIN CONDITIONS 


An integral part of the adoption of the 12-month projection of receipts and 
expenditures with the approval of buyer's bank is the maintenance of an 
open, unsecured line of credit at lowest commercial rates for all amounts needed 
therefor. 

To qualify for these time and interest rates two essentials must exist at all 
times: 

A. Buver’s total current assets (cash and accounts which will become cash 
within 12 months) must equal substantially one and one-half times all current 
liabilities (which are all amounts which may be paid out within 12 months 
under the most adverse conditions). 
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B. Buyer’s total current asset must at all times equal substantially one and 
one-tenth times all its total liabilities including current, fixed, deferred and con- 

ingent. 
, ae under this financing plan has to this time expanded its cement 
production over 800 percent and has expended nearly $1,500,000 in all aspects 
of this alumina oxide venture. 

Buyer contends that it is apparent that buyer cannot add implied or uncer- 
tain obligations to its contemplated 12-month operation without in some way 
placing liens upon its unencumbered property by making long-term loans. This 
going to lien financing with the serious competition buyer faces in cement opera- 
ation, and which will be enormously increased in the alumina oxide field if 
buyer finds itself able to produce commercial alumina products at competitive 
cost, would be an unwise destruction of the liquid status existing and which can 
greatly be and has been constantly expanded with the cooperation of buyer’s 
very large bank for more than a quarter of a century. 

That concludes the memorandum. 

Mr. Warnoy. If it wouldn’t be disruptive of the presentation, I 
would like to raise a few questions about this statement now, because 
we don’t have a copy of that. It will be a little difficult to come back 
to it. if ‘hat would he all right. 

Mr. Brooks. Well, if you would like, gentlemen; we had thought we 
might try to get his testimony in and question him after lunch. He 
has several more pages. 

Mr. Harpy. We don’t have a copy of that, and there are one or two 
questions that have been raised in my mind. 

Mr. Brooks. We will withhold our questions, and you may go ahead 
now. 

Mr. Harpy. It seems to me, if I properly understood that statement 
by Monolith’s president, the main bone of contention here is the cost 
of conducting the test that might be required with respect to the 
alumina production; is that correct ? 

Mr. McBrine. No, sir. If I may exnlain, the main bone of conten- 
tion at the September 8 meeting at Senator Barrett’s office during 
which this memorandum was fully discussed was upon Monolith’s 
hich bid. upon an unrestricted basis, for the use of the plant, Mono- 
lith would put in writing an agreement to test the alumina process 
and permit observance of Monolith’s operation by the Bureau of 
Mines: That was the only disagreement in the meeting »t Senator 
Barrett’s office. This memorandum and discussion which followed 

Mr. Harpy. We are talking about two alternative bids. One was 
the unrestricted use of the plant. The other was the use of the plant 
which required a test of the production process, alumina production 
process: is that correct ? 

The $1.110,000 bid was an unrestricted bid, wasn’t it ? 

Mr. McBrinr. Yes, sir. 

Insofar as the contract spelled it ont or insofar as our offer spelled 
it out, it was unrestricted. But even though our offer did not include 
written provisions to operate the plant or to conduct this alumina 
test. we did fully intend to do so. But the reason we would not and 
conld not write it into the offer or as a contract undertaking was ex- 
plained by the contents of this memorandum. 

Mr. Harpy. I have tried to follow the memorandum along, and I 
get this impression. I would like to find out whether this is a correct 
impression. Actually, the problem of running a test of alumina pro- 
duction was the key to this whole difficulty, and the question of the 
adequacy of the test or what constituted a reasonable test seems to be 
running through all this thought; is that a correct impression ? 
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Mr. McBrive. Not at this time. There was no question concerning 
the adequacy or degree or whatever you would desire to term it, as to 
what a test might be. 

Mr. Harpy. I thought I gathered that from the statements in this 
document, which you just read, due to the inability of somebody to 
determine what the cost might be to comply with the General Services 
Administration’s requirements with respect to the nature of the test. 

Mr. McBrive. That was our difficulty in arriving at a conclusion 
that we should put in writing a guarantee to do anything with that 
plant, because the banks and our financial sources would make us put 
up other money as a reserve to protect against any unforeseen 
contingencies. 

Mr. Harpy. From the st: undpoint of your company, the stock- 
holders, your principal interest was the produc tion of cement ? 

Mr. McBrive. Our principal interest in this plant—and only in- 
terest in this particular property under discussion here—was for the 
production and complete testing of the alumina process. We have 
no interest in it for cement whatsoever. 

Mr. Harpy. I want to see if I understand that. If that statement 
is accurate, I was misled by the statement you read there a moment 
ago. 

It seems to me that your whole problem has centered around what 
you were afraid might be the cost of making what the General Serv- 
ices Administration determined was an alumina. 

Mr. McBrineg. That is correct. 

Mr. Harpy. Your principal objective was to apply the plant for 
the purpose of making cement. You were disturbed about what it 
might cost you to comply with their testing requirements; isn’t that 
about the size of it ? 

Mr. Mchriwe. No, sir. 

Mr. Harpy. I certainly have added the thing up wrong. Iam cold 
on this whole proposition. 

Mr. Brooks. Mr. Hardy, maybe I can clarify it. I heard this docu- 
ment for the first time, as you did. This apparently was brought into 
being and laid out about September 4, dated September 4, and dis- 
cussed on September 8 after they had made a bid for unrestricted 
use at $1,110,000. That was unrestricted use which they had verbally 
said they were going to make some alumina experimentation. ‘They 
didn’t want to put it in a contract because if they signed a contract 
that gave them a plant with a restriction to develop alumina, it would 
mean that very likely it might alter the actual cost considerably be- 

‘ause nobody else h: id bid on the project to make alumina as a restric- 
tics on the use of the plant. This was a justification of that then 
highest bid. 

Mr. Harpy. I can understand the difficulty that the company might 
have in forecasting what requirements might be imposed in the con- 
duct of that test, but I cannot get away from the impression that has 
been created in my mind from listening to that document that Mono- 
lith had only one objective, and that was to get the plant to make 
cement and comply with the minimum requirements with respect to 
the testing. I don’t get the feeling that they hoped to produce alumina 
in that plant. 

Mr. McBripe. There is not a word about cement in this. 
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Mr. Harpy. I understand that. The whole thing revolves about 
what will be forced on Monolith with respect to running this test. 
That was my reaction, and I was trying to get an ex ‘planation of what 
Monolith rez ally intended, whether or not you really intended to pro- 
duce alumina and had an expectation to produce alumina. 

Was it Monolith’s intention to run adequate tests with a view toward 
eventually producing alumina at all? 

Mr. McBrive. That is all we ever had in mind in connection with 
that plant. That is all we do have in mind today in connection with 
that plant. That is about its only value to us, for the purpose of com- 
pletely testing the process. 

Mr. Harpy. Do I understand then it is only good for test and it is 
not good for production ¢ 

Mr. McBrinr. It is certainly good for production. By making the 
test we would anticipate going into production providing the test “does 
prove what we would consider better than reasonable chances om a 
competitive basis in competition in the special alumina field. We are 
producing in a cement plant now alumina and selling it to the market. 

Mr. Harpy. I sort of got the impression that your company had 
soft of pioneered in the development of this process; isn’t that correct / 

Mr. McBripre. That is correct, yes, sir. 

Mr. Harpy. Then I get the further impression that you don’t have 
any confidence in the process now that you have developed it, at least 
in its commercial feasibility. 

Mr. McBrive. Well, the point is this: We certainly have confidence 
in the process. As I stated, we are now producing in our cement plant 
at Laramie, Wyo., small quantities of sodum aluminate which this 
plant would produc e only on a larger scale, in larger scale batches. 

We are selling and marketing that production. We are now pro- 
gressively expanding that production with our own funds, of course. 

What we are staying away from, however, is too much of a restricted 
operation in the plant where we would not have complete control of 
the operation, we would possibly be compelled to expend larger 
amounts of money than we thought should be expended, and in work- 
ing out our budget problems on a 12-month basis and because of our 
liquid condition, which the company is in at the present time, and not 
wanting to go to lien financing, that is very important to us. We are 
trying to stay away from any too rigid specifications which might tie 
us down too much. 

Mr. Harpy. Your $600,000 bid contemplated the use of production 
in that plant for the use of alumina? 

Mr. McBripr. Certainly. So did the last bid. 

Mr. Harpy. The last bid was tied only to the question of test and 
the adequacy of a test, test run. I don’t understand that your alter- 
native proposal contemplated any production at all. It seems to me 
to carry a fear that you might be forced to expend more money in 
running tests to meet somebody else’s idea of adequacy than you felt 
were desirable. That is a perfectly legitimate approach to it, but I 
want to understand what your approac ch is, 

Mr. McBrive. Our approach was and my purpose in getting into 
the details of this memorandum was merely to explain why the com- 
pany felt it could not obligate itself in writing to say what it would or 
would not do with the plant. 
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Mr. Harpy. On the other hand, if the Government had built the 
plant with the primary idea of being able to use low-grade materials 
for the production of alumina in case we couldn’t get bauxite, we at 
least ought to explore that to the ultimate, and see if it is feasible, and 
if it is, get some production experience. 

Mr. McBrive. We agree with that. We have witnesses here who 
will testify later in the day who will go into that matter. 

Mr. Brooks. At this point I would like to adjourn the hearing until 
2 o'clock. We will proceed with the rest of your testimony at that 
time, Mr. McBride. 

Mr. McBrine. All right. 

(Whereupon, at 12:15 p. m., the hearing was adjourned until 2 p. m., 
the same day.) 

AFTERNOON SESSION 


Mr. Brooks. We will come to order, please. 

Mr. McBrive. Would you please take the stand again, sir, and con- 
tinue with your testimony. 

He has been sworn previously, and has been identified for the record. 


FURTHER TESTIMONY OF H. D. McBRIDE, MANAGER, OXIDE 
DIVISION, MONOLITH PORTLAND MIDWEST CO. 


Mr. McBripe. Mr. Chairman and gentlemen, I should like at first 
to deal with a few of the aspects of Congressman Hardy’s questions 
before the adjournment at noon, if I may. 

Mr. Brooks. Briefly as you can. 

Mr. McBriwe. I will be very brief. 

First, I think there should be a clearer understanding by the com- 
mittee as to the purpose of the plant as it is now designed, and at- 
tempt to clear up any mis sunderstanding concerning its operat ion. 

This plant was designed to produce aluminum oxide, or alumina 
And through that production, areject | eee residue would be pro- 
duced which would, and is, an excellent raw material for the produc 
tion of portland cement; in other soe the plant does two things: 
namely, a finished end product of alumina; secondly, a partially proc- 
essed raw material only that comes out in the form of a reject material. 

That is the only connection that the plant has for cement purposes, 
insofar as our operation of it is concerned. 

As to our intent in connection with the plant: Intent can be meas- 
ured by what has occurred in the past and by actions. 

First, the company has spent in excess of one and one-half million 
dollars in development of the process, from 1942 through 1952 

Secondly, since then the company has expended on the process and 
in the production of aluminum compounds, for eenioudii: supplies, 
and operating payroll only the following amounts: 

For the year 1953, $226,203.65. 

For the year 1954, $313,233.01. 

Through March of this year, 1955, approximately $175,090. 

Our engineer will testify as to the production of alumina from our 
present operations and the present physical planned expansion of 
those operations. 
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To sign a contract containing express obligation to test this process 
requires that the maximum amount of the obligation be set up as a 
liability, at least insofar as lending agencies are concerned. 

A purchase money mortgage requiring testing, as we offered, has 
the sole penalty of forec losure and forfeiture of the investment, and it 
need not be set up as a liability. Our counsel, a director of the com- 
pany, is here, and he perhaps should have explained the legal aspects 
of such contracts. 

Our effort to acquire the plant is based upon our desire to produce 
aluminum compounds therein rather than to just test the alumina proc- 
ess, as such. The point is that by competitive production of aluminum 
compounds in the plant, the alumina test would be automatically 
accomplished. 

I shall now continue with our prepared statement, beginning on 
page 12. 

At the September 8 meeting. CS A representatives, while stating that 
we were the only ones ever offering to operate the plant, were first 
adamant upon the proposition that there should be a contractual pro- 
vision providing for an alumina test run and for Bureau of Mines 
observation of alumina operations. 

Mr. Burnett’s position was that as mortgagee the Government would 
have the required access to the plant. That the mortgage for the un- 
paid balance would make it a practical certainty that we could not 
dismantle the plant but rather that we would operate it. This is par- 
ticularly true when Mr. Burnett has stated the company’s willingness 
at this meeting to amend its July 27 offer in such manner as to pre- 

vent prepayment of the mortgage within a 5-year period. The only 
other option would be for the company to maintain the plant i in good 
condition, pay the taxes thereon and let it stand idle for 5 years, which 
its stockholders would never countenance. 

GSA agreed to formally request the opinion of the Bureau of Mines 
as to whether the Bureau thought it could obtain access for observa- 
tion purposes upon our acquisition thereof, and whether the Bureau 
thought we would perform the alumina test without any of these things 
being specified. We were thus assured, as were Senators Barrett and 
Crippa, that the sale was closed with us, except for the above reference 
to the Bureau of Mines and completion of a few minor details be- 
tween GSA and ourselves. 

By September 14 the Bureau of Mines’ representatives advised both 
GSA and ourselves informally that they were convinced we would 
perform an alumina operation, that we would permit their observance 
of our operations, and that they felt they could get along with us with- 
out any contractual obligations. However, both the Bureau and GSA 
stated that no formal referral of the matter had been made by GSA 
as agreed upon and as Senator Barrett’s administrative assistant was 
led to believe was being done. 

Instead, upon Bureau of Mines’ informal advice to the above effect, 
GSA promptly, on September 14, advised Ideal Cement Co., and en- 
tered into further negotiations with that company, although we had 
stated at the meeting that if GSA should take that course, we would 
expect to have the opportunity of bidding again upon any new basis. 
Both Wyoming Senators supported our offer as it stood and it must be 
remembered that both our bid and the Ideal bid were supposed to be 
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upon the same basis, i. e., for unrestricted use of the plant which met the 

requirements of alternative 1 of GSA’s June 2, 1954, invitation. Yet 
GSA exacted an oral promise to test the process and secured it for at 
least 5 years by the mortgage. When GSA then negotiated with an- 
other bidder upon a restric ted use of the property, we » submit that they 
then in effect changed the conditions which should have bound them to 
offer us another opportunity to compete. 

The circumstances were such that we did not envisage Ideal ever 
agreeing to operate the plant in place or to operate it for anything 
other than for cement production which, added to the fact that we 
were the high bidder on the basis of unrestricted use, compelled Mr. 
Burnett to state that was his final offer upon that basis. In fact, the 
final arrangement regarding Bureau of Mines’ opinion being sufficient 
to close the sale with 1 us was based upon Senator Barrett’s statement at 
the September 8 meeting that we should not be asked to bid against 
ourselves when we were the high bidder. 

GSA, however, contacted Ideal as aforesaid, resulting in Ideal’s sub- 
mittal of the new bid now under question, We were advised of this on 
September 17 by Senator Barrett’s administrative assistant, who ex- 
pressed great surprise; and a few days later, about September 20, we 
were advised by the administrative assistant that GSA had arranged 
a meeting on September 24 in Cheyenne, Wyo., for the announced pur- 
pose of discussing the plant’s disposal. 

Upon being informed of the circumstances of these surprising nego- 
tiations with Ideal and the impeding Cheyenne meeting, our president, 
Mr. Coy Burnett, advised Administrator Mansure, Assistant Attorney 
General Barnes, and Senator Barrett that he was convinced that the 
State of Wyoming and GSA preferred suppressing independent effort 
in Wyoming and preferred the Ideal Cement trust and the aluminum 
trust to take over and end the alumina venture, and he could do noth- 
ing more than make that statement if he attended the Cheyenne 
meeting. 

It should be stated here that Mr. Burnett offered at the September 8 
Washington meeting to arrange staying in Washington sufficiently 
long to assist GSA in the preparation of closing contracts for 
execution. However, the GSA representatives replied that such docu- 
ments would not be prepared in Washington but in the field by their 
San Francisco or Los Angeles office. Nevertheless, it appears that 
GSA did not follow this procedure in its proposed conveyance to Ideal 
and did prepare the letter-agreement in Washington just prior to its 
execution in Cheyenne. 

Our Laramie superintendent of operations, Vice President Russell, 
and general counsel and director, will complete our presentation in 
connection with these unusual negotiations. 

Now, that concludes my statement, except that back on page 4, I 
would like to reiterate the statement made in the first sentence, the first 
paragraph: 

A few days’ notice was given to Monolith of this intended meeting and its Vice 
President Russell appeared, protested, and requested new bids. 

T would like to make the point that a “few days’ notice” was given 
to aeenenstee but not by GSA of this intended meeting. And its Vice 
President Russell appeared, protested, and requested new bids. 

Secondly, the prepared statement which I am reading from now 
was prepared before the time of this hearing and all we ever knew 
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about the conditions of the Ideal bid were what we read in the news- 
peers We have no official knowledge of the conditions of the Ideal 
September 16 bid. Ideal’s bids up to their last one of September 16 
were all conditioned upon the use of the plant and equipment in the 
Ideal Cement business. 

That concludes my statement. 

Mr. Brooxs. Thank you very much. I have one question that I 
would like you to elaborate on briefly and concisely to the point as 
much as possible. 

You indicated in your statement that Monolith stood ready and 
willing to improve its bid. Would you care to say to what extent and 
just what the meaning of that statement is 

Mr. McBrive. We are prepared to cover the subject of your query, 
Mr. Chairman, but Mr. Enright, our general counsel and director, 
could best give you an answer to that. 

Mr. Brooks. Thank you. That is fine. 

Now, gentlemen, do you have any questions of Mr. McBride at this 
point? 

Mr. Moss. I have a few, Mr. Chairman. I am interested in the state- 
ment just referred to on page 4 where you reemphasized the sentence, 
“A few days’ notice was given to Monolith,” et cetera. You added, 
“But not by GSA.” 

Who did give you the notice? 

Mr. McBripe. The notice came to our vice president, Mr. Russell, 
from the Wyoming Resources Board at Cheyenne, Wyo. 

I also received more or less from Senator Barrett information that 
there would be a meeting held in Cheyenne on the 24th, just a few 
days before the 24th. 

Mr. Moss. Did you ever receive the notice from GSA inviting you to 
attend that meeting ? 

Mr. McBrinr. Never. 

Mr. Moss. Then at the time that they attended the Cheyenne meet- 
ing, prepared to close the deal with the Ideal Co., they had never both- 
ered to notify you that your bid was rejected 

Mr. McBripe. No, sir. 

Mr. Moss. Inthe meeting of September 8, page 13 of your testimony : 

Instead, upon Bureau of Mines’ informal advice to the above effect, GSA 
promptly on September 14 advised Ideal Cement Co. and entered into further 
negotiations with that company although we stated at the meeting— 
does that refer to the meeting of the 8th? 

Mr. McBrine. Yes. 

Mr. Moss (continuing) : 
that if GSA should take that course 
that would mean seeking further bids, that you would expect to have 
the opportunity of bidding again upon a new basis ? 

Mr. McBrive. Yes. We stated that in the event GSA should take 
that course of negotiating with any other company upon further con- 
ditions or new sets of conditions or whatever you might call it, we 
would expect to have the opportunity of bidding upon any such new 
conditions, 

Mr. Moss. Well then, to that extent you would contradict the state- 
ment made by Mr. Moody yesterday that the position of Monolith was 
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unequivocal in stating that the offer of $1,110,000, or nothing, in effect 
telling them to go out and do business, if they did not want to accept it? 

Mr. McBrive. Our position was not adamant at all. What I at- 
tempted to explain was that if there were new conditions to be set up, 
that we would expect to have the opportunity of bidding upon such 
new conditions. 

Mr. Moss. You regard these conditions as entirely different than 
the ones originally included in the offer of sale ¢ 

Mr. McBrine. Yes, sir; we do. 

Mr. Moss. I am rather interested in this invitation for bid, the 
additional invitation to bid. It seems to me—and I have not had an 
opportunity yet to check back to find out just exactly the phrasing 
in the statement of GSA—that in the original offering they did not 
require that it be made conditional manufacturing purposes for which 
the plant was originally intended. 

Do we have a copy of that offering that would make that clear? 

Mr. Brooxs. I think that it is available. The March 8th offer to 
purchase. 

Mr. Moss. The invitation for bid. 

Mr. Brooks. I do not have it here. If you are interested in finding 
the terms in which the original offer was made, we can find it in the 
files. 

Mr. Moss. I see it here. He has it in his folder. 

Apparently, the case is that that was a condition. 

Then there was never an initial bid by Ideal in conformity with the 
invitation to bid? 

Mr. McBriwne. Never. Ideal never bid upon any restricted use of 
the plant until their last bid of September 16, following GSA’s noti- 
fication to them. 

Mr. Moss. That was upon a different basis of restrictron than was 
originally included in the invitation to bid ? 

Mr. McBripr. Entirely. 

Mr. Moss. Here on page 3 of your statement, you say that: 

Frequently before that date GSA informed Monolith— 
that referring to June 18, 1953— 


it would not consider the value of an obligation contained in a bid requiring 
the bidder to test the process. 
How were you informed on that? 

Mr. McBrine. I was informed verbally by GSA representatives on 
several different occasions, 

Mr. Moss. Could you give us some of the names of those representa- 
tives ? 

Mr. McBrivg. Yes, sir; by Mr. Moody and, particularly, and I 
believe I am quite sure, Mr. Peyton, also. 

Mr. Moss. Was it indicated that regardless of the action —— 

Mr. McBrive. Pardon me, one more name, Mr. Al Snyder, Assistant 
Administrator. 

Mr. Moss. And this was while the Senate had under consideration 
the resolution which would have restricted the use of the plant? 

Mr. McBripe. That is right. 

Mr. Moss. On this same page: 
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On July 27, 1954, after the just stated July 20 action, Monolith increased its 

oa to $1,110,000 after having obtained assurance that GSA would accept the 
id, 

How was that assurance obtained and who gave it ? 

Mr. McBripr. The assurance was conveyed to our executive offices 
in Los Angeles, to our Mr. Burnett, president. Mr. Enright, our 
counsel, will have the answer to that. 1am not fully informed, as to 
the method. 

Mr. Moss. Whether it was verbal or what—you do not know? 

Mr. McBripe. No, sir. 

Mr. Moss. That will be the same, I guess, then on the next para- 
graph of your statement. 

I think for the moment, Mr, Chairman, those are all of the ques- 
tions I have. 

Mr. Brooxs. Thank you, Mr. Moss. 

Mr. Younger, do you, or Mr. Krueger, have any particular questions 
that you would like to ask Mr. McBride? 

Mr. Youncer. Yes, indeed. I would like to know, first on prge 1 in 
this statement you made there about the national public interest re- 
quires the use of the plant now under investigation. Do you intend to 
make that a condition up to the time the “Senate rejected Senator 
Hunt’s resolution or all the way through? 

Mr. McBripe. All the way through, still today we consider it, sir. 

Mr. Youncrr. On what do you base that # 

Mr. McBrive. We base that upon Senate Report 445 of June 18, 
1953. 

Mr. Youncer. I mean, by congressional action, by a report. A re- 
port does not convey the congressional intent. Only Congress de- 
clares its intent by a law. 

Mr. McBripe. Well, this is the basis for that statement. 

Mr. Youncer. Well, that is not a proper base. I think you will 
grant it is not a basis for determining congressional intent. 

Mr. McBring. I am not an attorney. 

Mr. Youncer. We might get out a report which might be very far 
from the congressional intent. Would that not be true? 

Mr. Brooks. I think that as I understand the law—and I’m not an 
oldtime lawyer—that you sometimes will look to the congressional re- 
port or analysis that went with the bill as to the method. 

Mr. Youncer. After the bill has been passed. 

Mr. Brooks. To find out what the intent was, because the law may 
be much shorter. 

Mr. Yeunaer. After it has been passed, that is correct—that is 
correct, Mr. Chairman, but I mean here there was no bill passed. 

Mr. Moss. Could I address myself to this? 

Mr. Younarr. Yes. 

Mr. Moss. This would appear to be a report in connection with the 
Interior Department appropriation bill of 1954, Senate Report 445, 
which was in connection with the legislation. 

Mr. Youncer. That is what you base it upon? 

Mr. McBrinr. Yes, sir. May I make one more comment, please? 
We construe this also as congressional intent, upon the basis that the 
appropriation was made to the Bureau of Mines that the final $650,000, 
with the understanding by the Bureau of Mines and everyone else, 
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that these things should be accomplished. Just how binding that is 
upon executive agencies, I am not a lawyer and I do not pretend to 
know, but we did think this to have some teeth in it. 

Mr. Brooks. That was sort of a rider on the appropriation bil! 
which let them continue for another year’s work—let the Bureau of 
Mines continue for that additional period. 

Mr. Youncer. I think that we should get some reports from the 
GSA on that. 

On page 3 you refer back to Monolith and its patented process. Do 
you still consider that your patents are good ? 

Mr. McBrive. We certainly do. 

Mr. Youncer. You do? 

Mr. McBripr. Yes. We have always contended they are good and 
they are certainly good and valid today, 

Mr. Youncer. It has not been adjudicated yet ? 

Mr. McBripe. I think that Mr. Enright, counsel, should better 
answer that. 

Mr. Youncer. On page 5, at the top of the page, you make the state 
ment that the War Production Board Division was dominated by 
Alcoa. Under oath you have made that statement. Are you prepared 
to prove that ? 

Mr. Enricut. May I consult with the witness? I am counsel for 
the company. 

Mr. Brooks. Yes, sir; go right ahead. 

Mr. McBripr. All right, if I may, I submit that the report, Special 
Study No. 22, Historical Report on War Administration, War Produc- 
tion Board, issued by the Civilian Production Administration, Bureau 
of Demobilization, entitled, “Aluminum Policies of the War Produc- 
tion Board and Predecessor Agencies, May 1940 to November 1945.” 

Mr. Youncer. It is your belief and the belief of your organization 
that the War Production Board during the period from May 1940 to 
November 1945 was dominated by Alcoa? 

Mr. McBripr. No, sir; that is not. 

Mr. Youncer. In their decisions? 

Mr. McBrine. I said a Division. 

Mr. Youncer. The War Production Board Division ? 

Mr. McBrine. Which is the Aluminum and Magnesium Division. 

Mr. Younger. That is right, and that 

Mr. McRrine. I am not saying the whole War Production Board. 

Mr. Youncer. No, no, but this Division, the War Production Board 
Division of the aluminum policies here, and their policies and their 
actions were dominated by Alcoa ? 

Mr. McBrive. We consider that they certainly were; yes, sir. 

Further, we consider that the National Academy of Sciences who 
passed upon new processes—the subcommittee of the National Acad- 
emy of Sciences on alumina, passing upon these new processes, was 
certainlv influenced by the opinion of Alcoa. 

Mr. Youncer. You mean the National Academy of Sciences were 
also dominated ? 

Mr. McBrinr. I did not say dominated. I said influenced. 

Mr. Youncer. Influenced by them. 

Mr. McBrive. To the extent that their director of research who was 
a member of the subcommittee, Dr. Frary, influenced them. 
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Mr. Youncer. Of course, this is quite a serious charge, you know. 

Mr. McBrine. We appreciate that. 

Mr. Youncer. Against the War Production Board. 

Mr. McBrive. The Aluminum-Magnesium Division—confine it to 
that. 

Mr. Youncer. That is right. You are pretty sure—pretty sure of 
your facts—that this report here would prove such a statement ? 

Mr. McBripe. The report would tend to prove it and other evidence 
which we have would supplement it. 

Mr. Youncer. I think that is important for the committee. I think 
we might go into that later on, to find cut whether there was any such 
action as that which dominated all of the Government actions of this 
particular division of the War Production Board. 

Mr. Brooks. The Aluminum and Magnesium Division—a very in- 
teresting point. 

Mr. Youncer. Yes. 

Now, on page 6, you give a number of sales here by the War Assets 
Administration. Now these are the plants that were erected for ex- 
perimental purposes, were they not, that were for sale down here? 

Mr. McBripe. Yes. I include those and also just above that, Con- 
greeman, 2 of 4 plants which were built during the war to proc- 
ess red mud residue of the Bayer process, which is the standard process 
of producing alumina being used then and today—4 plants were 
built to do that—4 plants were built what we are striving to 
accomplish. 

Mr. Youncer. But these were all experimental plants similar to the 
one in Cheyenne / 

Mr. McBripr. The red mud plants—no, sir. They were probably ex- 
perimental in a sense. Well, I would say, yes, they were experimental 
at the time the authorization was made. No more was known about 
this process than was known about our processes, if as much. 

Mr. Youncer. And the Salt Lake plant, which cost the Government 
$4,945,009, was sold by the War Assets Administration for $752,000, 

Mr. McBripe. Well, that is right; yes. 

Mr. Youncer. That sale was made when ? 

Mr. McBrive. About 1946 or 1947. 

Mr. Youncer. 1946 or 1947? 

Mr. McBripe. Yes, between the period of 1945 and 1948—I am sure 
of that. 

Mr. Youncer. And the other plant here in Harleyville, S. C., that 
cost $3,449,000 was sold for $667,000 ? 

Mr. McBripr. That is correct. Those are approximate figures. 

Mr. Youncer. And the Oregon plant that cost $5,693,000 and was 
sold for $325,000 ? 

Mr. McBrine. Correct. 

Mr. Youncer. This plant that we are talking of in Cheyenne cost 
how much ? 

Mr. McBrinr. Our figures are $4,400,000, approximately, Congress- 
man, There has been a couple of hundred thousand dollars added to 
that. I do not know where it came from. RFC’s own figures, in 
their engineers’ reports, are $4,400,000—could be $4,600,000—I do 
not argue that, but that is the cost today or the reported cost. 
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Mr. Younger. And these sales as compared with the sale today of 
$4,600,000, being sold for $1,200,000 or $1,100,000 is apparently a mugh 
better sale ? 

Mr. McBripe. Correct. 

Mr. Youncer. Than the War Assets Administration ? 

Mr. McBrive. About 25-percent realization from it. 

Mr. Youncer. Much better than was the other experimental 
plants? 

Mr. McBrine. Yes. 

Mr. Brooks. It is regrettable that we were not here in 1946 or 1947, 
Mr. Younger. 

Mr. Youncer. We might go into it. 

Mr. Brooks. We could have had a good look at those. 

Mr. Youncer. We might go into them. I do not think that they 
are outlawed. We might get the facts on them. 

Mr. Brooks. They “look very fertile at 10 cents on the dollar net 
return to the United States Gover nment. 

Mr. Youncer. That is what I was trying to bring out. 

On page 9, you made a statement in there about the one million and 
a half that you had expended during this construction period, and 
then you read something that you inserted that was not in the print. 
As I caught the wording, you also included that if this $1, 500.0 M) 
had been used in expending your present plant, you would have had a 
considerable additional income from that expansion. 

Mr. McBripe. Roughly, about eight to ten million dollars. 

Mr. Youncer. Yes, so that it might be possible that you would be 
interested in this plant as an expansion to the other plant, would it 
not—would that not be a natural deduction / 

Mr. McBriwe. I could hardly justify anyone making a conclusion 
of that kind. I do not quite follow it. 

Mr. Youncer. Well, the fact that you could have expanded your 
plant, that there was the market for the product of the expanded 
plant, and you bring in yourself the fact that if you had spent that 
$1,500,000 in the expansion of your own plant instead of fooling 
around with this aluminum plant, you would have gained eight or 
nine million dollars in revenue in the meantime. 

Mr. McBripe. Well, yes, but the $1,500,000, rather than being spent 
that way, was spent upon the alumina endeavor, 

Mr. Youncer. That is right. 

Mr. McBrine. Directed solely at the development of the alumina 
effort. What we are saying is this, that because somebody has ques- 
tioned our good faith here, just this mor ning, because of that we have 
stated the exact circumstances of expendages by our company on this 
process and development, and I do not think it could be fairly said 
that the company putting in these large sums, into a process or en- 
deavor would not intend to drop it there and for get it, showing a good- 
faith expenditure on a good-faith objective. 

Mr. Youncer. And you had no intention of using the money or 
expanding your present plant ? 

Mr. McBrive. We have no intention of using this money for ex- 
panding our present plant ; no, sir. 

Mr. Youncer. Did you have any plans for the expansion of the 
present plant ? 
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Mr. McBripe. We have always had plans when the time was ripe 
te expand our plant, as progressively as we could, but because we did 
not spend this money that way and could not spend it both ways, we 
did not. 

Mr. Youncer. And you are planning on using the residue? 

Mr. McBrine. Yes. 

Mr. YounGer. From this plant in your cement plant? 

Mr. McBrive. Very definitely—that is the economic feature of this 
process. Without that residue which makes it much more advan- 
tageous, it would not be tough exactly, but it would put us in a much 
better position competitively to produce alumina. 

Mr. Youncer. On page 10, you make another rather important 
charge against the officers of GSA, which if true would cause the dis- 
charge of any one of them. As a matter of fact, they might be 
criminally obligated or liable there for violation of their own oath of 
office when you state that “it was their design and intent to prevent 
anyone from bidding thereupon.” 

That is quite a serious charge against any Government officer. 

I want to know whether you can produce evidence or facts that will 
substantiate that and, if so, we will pursue it with Mr. Mansure to 
see to it that something is acted on there. 

Mr. McBripe. Well, we cannot envisage why the specifications were 
written that way unless for the exact purpose of keeping a bidder 
from bidding thereupon, exactly as I said, Congressman. They are 
absolutely suicidal specifications. No company, man, or individual 
wold ever bid upon them in eood faith. 

What the reason for putting such specifications in an invitation for 
bid were is beyond us, other than for that purpose. 

Mr. Youncer. You are giving some deductions that you might 
properly draw from it, but that is not what you say here. You make 
the direct charge that “it was their design and intent to prevent any- 
one from bidding thereupon.” This is not a deduction. This is a 
direct charge against the Government official and a very serious charge 
under oath against a Government official. And I think if I were one 
of those Government officials, I think I might be able to come back 
on you, unless you can prove it. 

Mr. McBripe. All right, that is all right, I will stand on my state- 
ment and if needed we will justify it. 

Mr. Youncer. I ask, Mr. Chairman, that that be justified, because 
if that is true, then I think that we have found something, so far as 
the GSA is concerned, which would cause some change in personnel 
at least. 

Mr. Brooks. Mr. Younger, I think that the fact that nobody bid on 
such a proposal is some evidence that the particular bid specifications 
were somewhat stringent. 

Mr. Youncer. I do not think that would prove it, Mr. Chairman. 

Mr. Brooxs. That would not necessarily prove it. 

Mr. Youncer. That might be a part of it. 

Mr. Brooks. Sure. 

Mr. Youncer. But I think that we ought to go into that. 

Mr. Brooxs. It would make a very excellent study—we cannot get 
that done this afternoon—it may be that if you would like to on Mon- 
day or tomorrow morning, we might ask the GSA to get their experts 
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and get Mr. Elliott and find out just how in the world they ever 
thought any corporation, either Ideal or Monolith or you or I, could 
run a business that the Government has control of and determine 
how much money we spent, what we did with it, what kind of profit we 
made, and expect us to like it. 

Mr. Moss. I would like to suggest that here apparently we have in 
that same paragraph, and referring to specification No. 2, that it be: 

Restricted to alumina production (utilizing the residue for cement produc- 


tion) with such alumina production to be at the full rated capacity of the 
plant, 60 tons a day— 


and then in the following paragraph: 


That such a specification could not be the basis for a good-faith bid is obvious. 
For instance, the Bureau of Mines knew and had stated in writing that the 
plant’s maximum capacity, without time and expense involved to install addi- 
tional costly grinding equipment, was and is 30 tons per day or one-half of the 
plant’s rated capacity. 

It would appear then certainly to lend some credence to the con- 
cluding statement in that same paragraph. 

Mr. Youncer. I think that would certainly lend some credence, as 
pointed out by the gentleman from California, to it, but I still would 
say by reading that I cannot justify a direct charge against them that 
they willfully had a “design and intent to prevent anyone from bid- 
ding thereupon.” 

They may have made an error, but I do not think that that would 
directly prove that they maliciously and willfully and by design and 
intent tried to prevent anyone from bidding. I do not think that 
would prove it. 

Mr. Moss. That is always hard to prove—difficult to prove. 

Mr. Younger. That is why I think it is a pretty rough statement 
to put in. 

Mr. Moss. And difficult to disprove, too, is it not ? 

Mr. Youncer. No; I think if a man says that he can come up here 
and say that was not their intent, I think that is easy to prove. 

Mr. Brooks. By some chance, do you have a copy of the letter from 
the Bureau of Mines that we might put in the record at this point? 

Mr. McBrine. I do not have it with me now. I will be happy to 
submit it. It is in my hotel room. As soon as I get loose here—— 

Mr. Brooks. It is from the Bureau of Mines advising the GSA. 

Mr. McBrivz. From the Department of the Interior, to the best of 
my recollection, the Office of Defense Mobilization or the Committee 
on Government Operations of the Senate, and it is a fairly recent 
letter, in 1954. Ihaveacopy. 

Mr. Brooxs. We would be very pleased to have it for the record, 
certainly. 

Mr. Youncer. Now, on page 15 you speak “and preferred the Ideal 
Cement Trust,” et cetera. If the Ideal Cement Co. is a trust, then they 
are in violation, certainly, of the antitrust laws. I think you will 
agree to that if they are a trust, and you say they are a trust. Can 
vou prove to the committee here that they are a trust? 

Mr. McBrive. With your permission I would prefer again to leave 
the answer to that question to our general counsel who is more familiar 
with that. 
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Mr. Younger. And you refer to the “aluminum trust.” Then you 
must feel that there is an aluminum trust. Will your enla be 
prepared to speak on that question? 

Mr. McBripne. Yes, sir. 

Mr. Youncer. As I understand from your testimony here when you 
refer to the Division of the War Production Board, you had trouble 


with them, and you felt that they were dominated by the Aleoa. Was 
not that true? 


Mr. McBrine. Yes, sir. 

Mr. Youncer. You had difficulty with the RFC. I think you have 
had some lawsuits with them, considerable difficulty with the RFC? 

Mr. McBripr. That is right. 

Mr. Younaer. You have had difficulty now with GSA. The ques- 
tion is, is there any branch of any bureau of the Government that you 
have had satisfactory relations with? 

Mr. McBrive. Yes, many of them, certainly. 

Mr. Youncer. Do you not think it would be well to pay a compli- 
ment to some of them then and insert it in the record, one or two of 
them at least that you have had pleasant relations with ? 

Mr. McBrine. You are asking me to name the ones with whom we 
have? 

Mr. Youncer. That is right. 

Mr. McBrivr. Well, cert: tainly the Department of Interior, the 
Bureau of Mines, the Bureau of Reclamation, the Department of 
Justice, and I believe to the best of my recollection at this moment 
those are probably the only governmental agencies, with the exception 
of the ones that ge have criticized us for “criticizing are concerned. 

Mr. Younger. I did not criticize you. 

Mr. McBrine. Pardon me. 

Mr. Youncer. I just asked if there were not some bureaus—— 

Mr. McBripr. I assumed too much, I beg your pardon. 

Mr. Youncer. Just trying to get into the record something compli- 
mentary about the Federal Government. I thought some of them 
deserved the compliment. 

Have you been connected with this company, Monolith, since the 
inception, the building of this plant at Cheyenne, Wyo. ? 

Mr. McBrivr. I have been with the Monolith Co. for 24 years, and 
13 years in charge of this aluminum oxide development. 

Mr. Youncer. In m: aking the plant available and building the plant, 
did you have any difficulty in getting the funds alloc ated for that 
plant ? 

Mr. McBrine. Well, now, that depends. If I may ask what you 
mean by “difficulty.” 

Mr. Youncer. Well, the ordinary difficulties, like you are having 
now, trips to Washington or being turned down, or various things. 

Mr. McBripr. There were no difficulties as you are using the word 
“difficulty” concerned at that time, except after our original contract 
was signed with the Defense Plants Corporation in June ‘of 1943, about 
8 months later or 2 months later, the contracts were canceled before con- 
struction had ever commenced. And if that is to be termed a diffi- 
culty, we did not consider it too much of a difficulty as such, but that 
would be one time when were were a little concerned that the contract 
might be canceled. 

Mr. Younger. The contract was canceled ? 
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Mr. McBrine. It was temporarily canceled and then reinstated. 

Mr. Youncer. Was it ever canceled again ? 

Mr. McBripe. Yes; it was canceled in July of 1946 upon the plant’s 
near completion. 

Mr. Younger. It was designed by you folks ? 

Mr. McBrivg. It was designed and constructed by Monolith; yes. 

Mr. Youneer. And designed and built to your specifications ? 

Mr. McBripe. It was designed and built to specifications of the 
leading international architect-engineers, based upon our work and 
test plant work in this process. 

Mr. Youncer. It was built and designed to carry out the production 
according to the patents which you say you have ? 

Mr. McBrine. Yes, that is correct ; yes, sir. 

Mr. Youncer. In other words, it is not a plant that will produce 
alumina on some other patent ? 

Mr. McBripe. No; it can only produce alumina. 

Mr. Youncer. On your own patent / 

Mr. McBripe. That process that we have patented. 

Mr. Youncer. In other words, no other company that did not have 
these patents or companies to which you would not lend the use of 
those patents could operate it for the production of alumina ? 

Mr. McBripr. Not without infringement, in my opinion; not with- 
out infringement, no. 

Mr. YoungGer. So that is pretty much an exclusive award to 
Monolith ¢ 

Mr. McBrine. It could be said to be that. 

Mr. Youncer. When was the plant originally ordered built and the 
contracts let ? 

Mr. McBrine. Of course, we must go back and look at the situation 
at the time the contract was let. The desire at that time was to bring 
into being a process which would make unnecessary the imports of 
bauxite from South America during the time the submarines, the 
German U-boats were sinking our bauxite imports. The War Pro- 
duction Board and the Bureau of Mines asked us to submit to them 
any experience which we had along the line of treating aluminum 
silicates, which is a raw material, other than bauxite. We had de- 
veloped a process. We had application for patents made. Patents 
had not issued then. But we brought the process to Washington. The 
Academy of Sciences and the Bureau of Mines looked them over. ‘Then 
we were asked to enter into a contract to build this plant. 

The plant was designed to the best ability of the metallurgical engi- 
neers and architectural engineers. the Dorr Co. in New York, to carry 
out the purpose of the War Production Board and of the Burean of 
Mines in bringing that accomplishment about. 

Mr. Youneer. But it was a plant designed to produce under your 
patents, that is the main thing ? 

Mr. McBripe. Yes, that is rieht. 

Mr. Younger. It could not produce under any other patents that 
you know of successfully ? 

Mr. McBrine. I would say not. Our engineers and attorneys are 
here. I would like to qualify my answer to that last question, if I 
may. to their clarification. 

Mr. Youncer. Just one final question. THlow many times did you 
bid on this—did Monolith bid on this? 
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Mr. McBring. We actually bid 

Mr. Youncer. Submit bids. 

Mr. McBrive. One in about February, March, June, July—about 4 
times—I think exactly 4 times, and the fifth time which you could 
possibly call a bid was at least an offer to raise the bid of the Ideal 
Cement Co. in about January of this year. 

Mr. Youncer. To the best of your knowledge, how many times did 
Ideal put in a bid ? 

Mr. McBripe. Three, to the best of my information. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Brooks. Thank you very much. 

Mr. Krueger, do you have any questions, sir ? 

Mr. Kruecer. I have one here. You mentioned something about 
your expenditures in various months or a month. You said that you 
had a $1 million expenditure on your aluminum experiment. 

Mr. McBripe. One million and a half in 1952. 

Mr. Krurcrer. Money that your company spent 4 

Mr. McBripe. Yes. 

Mr. Krurcer. Do you have a record of that—could you tell us what 
that was used for ? 

Mr. McBripe. I have no record of that here. That is an accounting 
function. We will be glad to submit it to your committee. We do not 
have it in town now. 

Mr. Krueger. Will you submit that? You can bring that down? 

Mr. McBripe. Surely, surely. Are you requesting now to have that 
submitted ? 

Mr. Brooks. Yes, would you as a courtesy to the committee file with 
us some sort of a breakdown that would show just exactly what that 
$1,500,000 was alleged to have been spent for ? 

Mr. McBrive. We will be very happy to. 

Mr. Brooks. Would that be what we need, Mr. Krueger ? 

Mr. Kruecer. Yes. Another thing about your patents: In the 
process of operation of this plant you further developed and improved 
your patents, did you not, in the process of developing and running 
the test runs—did you develop and improve your patents? 

Mr. McBrive. We certainly developed the process and certainly 
applied for patents and did have patents issued. As to the improve- 
ments I do not feel qualified to testify to that. That is an engineering 
function, and I would prefer to refer that question to him. 

Mr. Kruecer. What is your position with the company ? 

Mr. McBrive. I am manager of this oxide division. 

Mr. Kruecer. That is all. 

Mr. Brooks. I think we have the plant superintendent coming up 
and the general counsel who probably can more easily answer that 
because it is more in their line. 

Thank you very much, Mr. McBride. 

Mr. McBrine. Thank you. 

Mr. Brooks. The next witness is Mr. Russell. 

Will you raise your right hand and be sworn. Do you solemnly 
swear that the testimony you are about to give the subcommittee will 
be the truth, the whole truth, and nothing but the truth ? 

Mr. Russeuu. Yes. 
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TESTIMONY OF S. W. RUSSELL, VICE PRESIDENT, MONOLITH 
PORTLAND MIDWEST CO. 


Mr. Russeiu. I am the vice president of Monolith Portland Mid- 
west Co. in charge of services and sales and have been for approxi- 
mately the last 15 years. 

I attended the Cheyenne, Wyo., September 24, 1954, GSA meeting. 

GSA made an opening statement in which they said they now had 
a bid that complied in all respects with their original call for bids, 
providing for highest monetary returns, permanent industrial opera- 
tions for State of Wyoming and they were prepared to accept it and 
sign theretofore prepared contracts that afternoon and that was the 
Ideal bid. 

Ideal’s representatives Blanks, Dobbins, and Mathews explained 
sketchily their bid, their qualifications as industrialists, entry into 
other communities, record as good neighbors and assets to the com- 
munities. 

Senator Barrett spoke of attempts to complete negotiations and 
stated that at the termination of the Washington conference Septem- 
ber 8 they thought the matter was closed except for reference to the 
Bureau of Mines. 

Mr. Moody, GSA attorney, under question admitted that this ref- 
erence to Bureau of Mines was never formally made but offered no 
explanation. 

Barrett indicated at that time he personally was satisfied by Mr. 
Burnett’s verbal assurance of Oxide operation but that GSA wanted it 
in writing. He said every effort was made to secure a written clause 
satisfactory to all, but Monolith was adamant against it and at the 
termination of the meeting Monolith declared they had made their 
final offer. 

Senator Cripna spoke along the same line and further stated that 
he only learned 2 days before this meeting that Monolith had not 
been awarded the plant, much to his surprise. 

GSA confirmed this and also stated for the first time none of Mono- 
lith’s offers had ever been accompanied by a deposit. 

I snoke for Monolith’s efforts citing: 

1. Events of alumina shortage in inception of plant. 

2. Tragedy of waste of $7 million and problem still unsolved with 
monev expended now thrown ont the window. 

8. Discussed bidding with Menolith having the only original bid 
following the specifications and Ideal bid high in money but not to be 
considered becanse of plan to wreck plant. 

GSA objected to award to anvone but highest money bidder where- 
upon we satisfied that objection by topning Ideal bid on July 27, 1954, 
but. we still could not get an award. Now Ideal comes in with a new 
bid and GSA proposed to make an immediate closing of contract. 

4. T attacked the entire bidding as irregular and the nresent declared 
intent to close that day was extremely hastv, and in all fairness GSA 
shonld define their bid specifications and call for new bids. 

With GSA appearing precipitously at the Chevenne meeting with a 
comnleted deal with Ideal, we took the position that, all cirevmstances 
considered, we wonld never have a chance of acquiring the property 
without a congressional investigation of such circumstances, and re- 
fused at that meeting to become involved in such negotiations. 
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As vice president in charge of sales and services, I know that Ideal 
Cement Co. has converted the Mobile and Baton Rouge alumina sin- 
tering plants into cement plants and is actively competing in those 
marketing areas. 

Since Midwest commenced operating in 1928 I have had to meet the 
competition—fair and unfair—of Ideal plants situated at Trident, 
Mont.; Devils Slide, Utah; Superior, Nebr.; Boettcher and Portland, 
Colo. 

It has been frequently admitted that the Boettcher interests domi- 
nate the Ideal Cement Co. and many other cor a itions —_ ating pri- 
marily in Colorado, such as Great Western Sugar Co., Van Schaack 
& Co., Denver Dry Goods Co., and various and sundry plaster, potash, 
gas and oil companies. Monolith has had the experience throughout 
the years of these and other corporations specifying the use of ‘Ideal 
cement only. 

It has even experienced Colorado public officials instructing low 
bidders on public works projects that an award would not be made 
until cement contracts had been entered into with Ideal. These prac- 
tices were at least temporarily stopped when Federal officials threat- 
ened to withdraw Federal funds. 

Another unusual occurrence is that the Colorado, Utah, Montana, 
and Nebraska Railroad Commissions except cement from rate increases 
made by the Interstate Commerce Commission, whereas we must bear 
the Interstate Commerce increases in our attempts to compete with the 
Ideal plants in these States. 

These and other similar circumstances caused me, as a vice presi 
dent, on September 24, 1954, to request that new invitations to bid be 
published in the hope that a committee such as yours would investi- 
gate, supervise, and again review a sale. 

Other circumstances which occurred to me on September 24, 1954, 
when first advised that Ideal was going to use the plant to manufac- 
ture lightweight aggregate were : 

First, only a nominal portion of the equipment would be suitable 
for aggregate manufacture. 

Second, Laramie is a sparsely populated, isolated area from any 

iweregate consuming market. 

Third, raw materials for aggregate manufacture had not then to 
my knowledge been lecated. 

Fourth, it was apparent to me that the aggregate proposal was at 
most a shallow subterfuge. 

Fifth, my previous observing of the then developing aggregate in- 
dustry was that even the small portion of the equipment in the alu- 
mina plant that could be used for aggregate manufacture would not 
be worth $1.2 million for that purpose. 

I was then and am now satisfied that Ideal’s objective was to con- 
trol the alumina plant by some form of a then prepared contract which 
could easily be amended if they were successful, after antitrust clear- 


ance. 
My then beliefs have been substantially confirmed, since Ideal took 
possession long before Justice clearance, has experimented with aggre- 
gate in the alumina plant kilns, and the other day gave a news release 
that the vy were closing down. 
Now Ideal by its news release of April 7, 1955, proposes to experi- 
ment with the plant upon uranium reduction when, if, and where 
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uranium materials will be discovered in the area after it, Ideal, ex- 
pends $1 million to install additional equipment. 

Mr. Brooks. Thank you very much. Do you have any questions of 
the gentleman, Mr. Younger? Mr. Krueger ? 

Mr. Youncer. In your statement here, on the third page, you make 
the statement that about, “I have had to meet the competition—fair 
and unfair—of Ideal plants.” Would a natural inference be to that, 
that the Ideal competition is more unfair than any other 

Mr. Russeti. Well, may I put it this way: It is the only company 
I know of where I run into specifications against me due to stock- 
holdings in corporations, other than the current company, if you want 
to call it that. 

Mr. Youncer. Specifications that only the Ideal Cement Co. could 
comply with ¢ 

Mr. Russety. No, no, specifications against my cement—by com- 
panies that are controlled, or where Ideal has stock owner ship hold- 
ings in. I do not run into it in any other company that I am in com- 
petition with. 

Mr. Youncer. I do not quite understand. Specifications that pro- 
hibit the use of the cement which you produce / 

Mr. Russeti. Right. 

Mr. Youncer. That is what I had in mind. That is all I want. 

Mr. Brooks. Mr. Krueger, did you have any questions ? 

Mr. Krurcer. No questions. 

Mr. Brooks. We thank you very much for making the trip and 
uppearing here. 

We will next hear from Mr. Williams. 

Will you raise your right hand and be sworn. Do you solemnly 
swear that the testimony you are about to give the subeommiitee will 
be the truth, the whole truth, and nothing but the truth ? 

Mr. Witiiams. Yes. 


TESTIMONY OF D. R. WILLIAMS, MONOLITH SUPERINTENDENT, 
LARAMIE OPERATIONS 


Mr. Wuu1ams. I am superintendent of operations at Laramie. I 
am a college graduate with a major in chemistry, and have since 1926 
been employed by the Monolith Co. in various chemical capacities. 

For some years before 1941 I experimented in the controlling of 
alumina in cement at the request of Government agencies. F. J. An- 
derson, then superintendent, and I were directed that year to research 
the problem of producing alumina from domestic clays to solve the 
then national aluminum peril. Use of furnace and other equipment 
confirmed the phase of our conception that by forming sodium alumi- 
nate in a rotary kiln we could, with other controls, satisfactorily elimi- 
nate the historically contaminating silica from the alumina contained 
in the abundantly existing domestic clays. The residue was used in 
the production of Portland cement. Executives of the company re- 
quested me to go to Columbus, Ohio, on March 10, 1942, to discuss this 
process with a subcommittee of the National Academy of Science. the 
advisory committee to the WPB. My company had filed an applica- 
tion for patent in January 1942. Dr. Francis Frary, Alcoa’s director 
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of research, his associates of many years, Zey Jefferies and R. S. Sher- 
win, then of Reynolds, were among the industry’s members of the com- 
mittee. ‘The _ ess was explained in detail. 

On May 9, 1942, the WPB requested that Monolith construct a larger 
test plant. On May 19, 1942, Frary’s assistant, R. W. Brown, applied 
for patents providing for the making of sodium aluminate in the 
rotary kiln as did our process. Monolith constructed the larger plant 
in and as a part of its cement plant, and in October 1942 Chemical 
Engineer Barnett of the Bureau of Mines observed these operations 
in the cement plant for several weeks. We made regular reports to 
the WPB in confidence. 

In June, 1943 I, as one of the Monolith engineers, commenced sub- 
mitting plans and specifications for the construction of the Laramie 
pilot plant in accordance with a contract made by Defense Plant Cor- 
poration with Monolith. Monolith’s sole considertaion was to obtain 
a test of the process. The DPC engineer on the project was W. C. 
Graham, the retired Broettcher-Ideal interest employee. He pro- 
tested many of our efforts. 

On June 26, 1946, WAA (GSA’s predecessor), RFC and other 
agencies determined to terminate the Monolith contract and the con- 
tract for the construction and operation of a similar alkali lime-sinter- 
soda plant at Harleyville, S.C. 

Before a committee of this Congress in 1947, I. W. Wilson, Presi- 
dent of Alcoa, testified that he participated in making the decision, as 
chairman of the Industry Advisory Committee of the Munitions 
Board, to cannibalize the Harleyville plant. 

It was sold to Giant Cement Co. by WAA. 

The making of sodium aluminate in a rotary kiln is now occurring in 
the Reynolds Hurricane Creek plant and the recently opened Alcoa 
Bauxite, Arkansas plant. According to their reports, they did this 
to produce alumina from the Bayer plant’s red-mud residue, supple- 
mented with low-grade bauxite. 

Throughout the years Monolith has carried on its experiments and 
attempts t to obtain a test of its process in the Laramie pilot plant. This 
plant is designed so that this 60-ton pilot unit can be duplicated in like 
units in conjunction with the operation in many of the Portland 
cement plants throughout the United States. 

We have reestablished our larger test plant and have been selling 
aluminum compounds during the past 2 years. This production in 
our cement plant will be increased this month to about 1,500 tons a 
year. We expended $226,203.63 in operating this plant in 1953. 
Greater expenditures were made in 1954. Our next step contemplates 
increasing production to 6,000 tons per year. 

If we could obtain the Laramie pilot plant, it would enable us to 
triple this production to 18,000 tons a year. These operations when 
completed will test the economic feasibility of the process to the satis- 
faction of everyone. We are convinced of its future success. As of 
last November, Alcoa’s Director of Research Frary testified before a 
Senate committee that alumina could not be produced economically 
from the domestic materials other than bauxite. During these many 
years I have carefully reviewed trade reports, patents and all literature 
upon alumina production. 
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These have confirmed my belief in 1941 that many, including Alcoa, 
had attempted to solve the problem of producing alumina from domes- 
tic materials and all had failed. Today the only domestic materials 
being used are by the industry in the Aleoa Bauxite, Arkansas and 
Reynolds Hurricane Creek plant, which are limited to low-grade 
bauxite, found only in limited quantities in Arkansas. If the existing 
industry is to have competition, or the Nation have an assured supp sly 
of alumina, it is necessary to commercially operate the Laramie pilot 
plant or to do as we have been doing the past 2 years—progressively 
constructing its equivalent. 

Operating cost figures compiled to date clearly indicate that the di- 
rect cost of our process will be competitive at 1,500 tons per year, and 
full costs will be more than competitive at 6,000 tons per year. 

Concerning GSA’s negotiations for the sale of this plant, it is within 
my experience as gene! ral superintendent that Ideal took possession of 
the Laramie plant in November 1954, commenced readying it for opera- 
tion and did operate the plant for lightweight aggregate production. 
They closed the plant last Friday. We too have negotiated and have 
purchased surplus property from GSA on a much smaller seale. 

On March 26, 1954, I supervised the bidding of $300 for rotary kiln 
lining blocks and 750 tons of iron ore that were declared surplus. By 
actual count of the blocks and weight of the ore, their market value 
was $11,500. GSAA’s local officers, Mr. Klein, who has actively par- 
ticipated in the Ideal transaction, approved and confirmed the sale to 
us for $300. 

Now, this is in addition to what has been printed in the statement, 
the following. 

Mr. Brooks. That is fine. If you would, please, continue with your 
testimony, sir. 

Mr. Witiiams. This material, referring to the above material, had 
been declared surplus along with all of the equipment in the Govern- 
ment’s sponge iron plant, located at Laramie, Wyo. This plant was 
built and operated by the Bureau of Mines. Monolith did not receive 
notice from the GSA of the scheduled sale of this equipment. We 
found out that the equipment was available when we inquired from 
Morse Brothers Machinery Co. in Denver about purchasing from them 
a used rotary dryer. Monolith then purchased outright from the 
Morse Machinery Co., that is, Morse Brothers Mac ‘hinery Co.. all of 
the sponge iron equipment in place at Laramie for $13,000, which was 
considerably more than the Morse Brothers—which was probably at 
the scrap price. Monolith can duplicate the cement capacity of the 
aluminum plant equipment at its cement operations for a maximum 
of $750,000. 

This is a sample of the sodium aluminate that we are making and 
selling, that is, on the market and sells for a net to us of over $150 a 
ton against alumina or aluminum oxide which, although it is quoted 
at a price of around $70 or $80 a ton, I understand it is only being 
sold for $40 to $50 a ton. : 

Mr. Brooks. Thank you very much. 

We may be very interested in this last part of your testimony in 
which you seem to ‘be the ree ipient of GSA’s good nature that they sold 
you for $300 some property that had a market value of $11,500. I do 
not. think it reflects p irticularly well on either you or the GSA, if you 
will pardon my saying so, 
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Mr. Wixu1ams. I can explain our part of it, in that it was bid as a 
lot, lot 1, and they listed approximately the number of items in lot 1. 

And as lot 2. And it listed certain weight and tons of iron ore in 
that particular instance. When we picked that material up and deliv- 
ered it out to our cement plant, instead of finding only 7,075 bricks in 
the stack, we found 10,331 kiln bricks in there. 

Instead of finding 750 tons of iron ore which were described in the 
bid, we by weight found 1,884 tons if iron ore, and picked it up and 
took it in as our purchase. 

Mr. Brooks. You had not examined it prior to that? 

Mr. Russeii. We had estimated only. We did not look at it very 
closely, because at the time we bought the equipment we were hoping 
very much that it was included with the equipment. Then we found 
later that the Morse Brothers Manufacturing Co. who had bought the 
equipment in place had not purchased that as part of their purchase. 

Mr. Brooks. I think, fellow committee members, that it points up 
the steady problem we have. I do not blame American businessmen 
necessarily for bidding as low as they can for the Government prop- 
erty, but I certainly think it is the responsibility of the Government 
agency that is selling it, to check it and see that we do get full value for 
it. think this is just one example very concisely put of the extent 
that it has cost the United States when they have disposed of these 
properties. I do not altogether blame the GSA. They have not been 
guilty for all of them, but this looks like a very patent case, if I ever 
saw one, and I think that we should be happy to investigate that one 
a little further. 

Did you have any questions of this gentleman, sir? 

Mr. Younger. Just, on page 2, the bottom of the page, you refer 
to this design for a 60-ton pilot plant. Is that a true statement? 

Mr. WuuraMs. That is designed 

Mr. Youncer. I mean 60 tons. 

Mr. WiuiaMs. 60 tons per day, it was designed for. 

Mr. Youncer. That is its designed capacity, 60 tons? 

Mr. Wriu1aMs. That is its designed capacity as it was put on the 
blueprints, yes. 

Mr. Youncer. And as built? 

Mr. Witu1ams. Yes. It was built according to blueprint, that is 
correct. 

Mr. Youncer. I mention that because there was some discussion here 
before that because the GSA specified this to run to capacity to 60 
tons that made it a bit impossible, that its capacity was only 30 tons. 

Mr. Wittrams. That can work several ways in that designing a 
piece of equipment you don’t know exactly how that is going to operate 
or what the full capacity of the unit is on a new process that has not 
been tried out on large-scale equipment. 

That was the purpose the pilot plant was built, to determine that. 

Mr. Younger. I know but your predecessor introduced evidence 
that this does not have any capacity, 60 tons, that is only 30 tons. 

Mr. Wiiu1aMs. He stated the Bureau of Mines said that they pro- 
duced only 30 tons on account of bottlenecks that were found in it. 

Mr. Youncer. But you think it does have a capacity of 60 tons. 

Mr. Wriu1aMs. That is my opinion. 

Mr. Younger. That’s all. 
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Mr. Brooxs. Any further questions? 

Thank you very much, sir. 

Now we have Mr. Dean, who is the next witness. Dr. Dean. Doctor, 
would you raise your right hand and be sworn ? 

Do you swear that the testimony you are about to give this subecom- 
mittee will be the truth, the whole truth and nothing but the truth 
so help you God? 

Mr. Dean. I do. 

Mr. Brooks. Would you give your name and your capacity as a wit- 
ness here to the commitiee, sir? 


TESTIMONY OF DR. REGINALD S. DEAN, CONSULTANT, CHEMICAL 
ENGINEER, MONOLITH PORTLAND MIDWEST CO., RIVERDALE, 
MD. 


Mr. Dean. My name is Reginald S. Dean. I am a consulting chem- 
ical engineer. Dc you wish me to read this statement ? 

Mr. Brooks. Would you rather summarize it and put the statement 
in? 

Mr. Dean. Briefly my connection with the subject of the present 
hearings arises from the fact that during the war, I was assistant 
director of the U. S. Bureau of Mines and also a member of the War 
Minerals Operating Committee of the War Production Board. The 
latter committee had at least considerable authority with regard to 
the recommendation of the allocation of funds for projects of this sort. 

This project among others for the production of alumina, had come 
in for my consider ‘ation as assistant director of the Bureau of Mines 
and had been brought to this committee, the War Production Board, 
of which Mr. Howard Young was Chairman. 

That committee after consideration of the considerable number of 
proposals which were made for obtaining alumina from domestic 
sources, decided that for such proposals were of such promise to justify 
the erection of these semicommercial plants. 

So that the 4 plants, concer ning which Mr. McBride has testified 
were authorized. That was 2 plants for the treatment of alunite and 
clay by an acid process. 

That one that was authorized at Salt Lake City and the one that was 
authorized at Salem, Oreg. At the same time 2 plants using what 
are usually termed alkaline process were authorized, the one at Harley- 
ville using a process basically somewhat old, the sinter and soda-leach 
process and the process as brought forward by Monolith which we 
may call briefly a soda-lime sinter process. 

So the erection of these plants was recommended to D. P. C. and 
the plants were put up or plants were started at least. 

The electrical feasibility of the process which was to be used in this 
plant, these plants have of course received in every instance some 
degree of testing. 

I think it is fair to say that the monolith process, the process pro- 
posed by Monolith was from the technical viewpoint considerably 
further advanced than the others and there was some quite reasonable 
basis for believing that it could be used successfully based on their 
tests which have been reviewed and to a certain extent participated 
in by the Bureau of Mines. 
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The history of these several plants as has already come to your 
attention,*the 2 so-called acid plants really failed to produce satis- 
factorily at all because of a great many operating difficulties. 

The Harveyville plant was given up, without having established 
any satisfactory production, the Monolith people have made every 
effort to maintain the plant at Laramie until they could carry out the 
function for which it was authorized and built. 

The Bureau of Mines as you know carried out experiments on some 
of the operations in that plant during the years of 1952-53 and 
again found that the process was tec hnically feasible. 

The point I would like to make here is that when these plants were 
authorized our supply of alumina was under attack and the aluminum 
magnesium committee of the War Production Board felt that we do 
everything possible to base our aluminum production on domestic 
sources. 

As I see it that situation has not changed. To me we seem to be in 
a position described by this trite illustration, where if a fellow finds 
it is raining, he is havi ing a time trying to find patching for his roof 
but when it quit raining, in terms of the German submarine menace 
being taken care of, the desire to carry these plants through and 
establish what we tried to establish and everybody agreed we should 
establish at that time a method of getting alumina from domestic 
sources, we promptly forgot about it. 

We cancel these plants, we write off the expenditures we have made 
and say, Oh, well, the war is over. 

I think it would be worth something to this committee to understand 
the philosophy which prevailed in the War Production Board. 

I am not criticizing that philosophy. I am merely stating what it 
clearly was. And that is that their job was to get material for the 
war effort. Of course, that was their job. 

But at the same time, if there was a choice between a method of 
getting those materials, which would have an ultimate beneficial effect 
upon our general mineral economy and one which would clearly func- 
tion only for the war, they definitely chose the former, there is no 
question. 

I was a member of some of those committees. They clearly felt 
that it was definitely not their function to undertake to establish or 
to do anything that would help establish our mineral economy on a 
long-term basis of national security. 

The outlook was not one of long-term national security but one 
of emergency procurement. 

Of course that is the basis on which the operation of this plant and 
of the others was canceled before it made a contribution to long-term 
national security simply because it was not conceived of in terms of 
long-term national security. 

I think the real conflict here, which persists in the Government 
agencies having to do with this thing, the real conflict is between 
emergency procurement : and long-term national security. 

Of course if you are in a war and those two things conflict, there 
can be no question, you have to go in for emergency procurement, but 
when the two run parallel or when the situation is as it is now, it is 
not raining very hard anyhow, it looks to me like an awfully good 
time to look into the situation of a little roofing material to patch 
the roof. 
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I really believe that that isthe basisofthe whole conflict. = 

Is it the purpose of these mobilization and defense agencies, Is one 
of their purposes or can one of their purposes be a consideration of 
our long-term national security and the establishment of our indus- 
tries on a basis which will certainly be for the benefit of the country 
or should they look the other way very quickly when something like 
that comes up and say our job is emergency procurement—period ¢ 

That in substance is about what I have to offer. 

Mr. Brooks. Thank you very much. 

Of course, we are primarily interested in whether there is an estab- 
lished need for production of alumina and development of such a 
process. 

We might be interested in such a process being developed but we 
are also interested in the United State Government getting the most 
money it can out of this $4,675,000 plants that they are offering to 
sell for about 20 to 25 cents on the dollar. 

Our interests are not quite the same. We appreciate your contribu- 
tion to the alumina development theory. 

Mr. Dean. I would like to make one statement with regard to that. 
Certainly if our national security required at that time a domestic 
source of alumina, then it still requires it. We don’t have it. 

If we needed it then, we need it now. 

Because we have no guarantee whatever that we won't find our- 
selves in the same position with regard to the importation of bauxite, 
whether it is from Jamaica or South America. 

Mr. Brooks. It may well have been that the bid should have spec- 
ified the production of alumina. 

Mr. Dean. I wanted to emphasize as a member of the committee 
who recommended this plant that that is what it was recommended 
for; that was why the plant was built, that was what the committee 
had in mind, the production of alumina. 

Mr. Brooks. Thank you very much. 

I have no further questions. 

Are there any further questions? 

Mr. Younger. Do you think the stockpiling process might be used 
as a substitute for this? 

Mr. Dean. Stockpiling is at best a stopgap, there is a limit to the 
amount of material you can stockpile. 

There is also always in stockpiling a question of whether your 
stockpile becomes obsolete. In the case of alumina, in the case of 
bauxite, at least we have a fairly standard product, but on the other 
hand the grade of bauxite which has been acceptable has changed and 
in all of these materials, there is a question as to whether what we 
have in this stockpile today is what we are going to want when we 
need it while, if we have a going plant, and there is only one way of 
having the process available when you want it and that is to have it 
going in a competitive market. 

You simply cannot do anything with blueprints on the shelf be- 
cause they deteriorate and become obsolete just as rapidly if not more 
rapidly than the stockpile. You have to deal with obsolescence. What 
was a wonderful stockpile today might be fine railroad ballast 10 
years from now. 

Mr. Youncer. You were with the War Production Board ? 
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Mr. Dean. I was a member of the War Minerals Operating Com- 
mittee of the War Production Board in a sense representing Secretary 
Ickes. I was the representative of the Department of Interior on that 
committee, 

Mr. Youncer. Did you serve with an Aluminum Division ¢ 

Mr. Dean. No. This was an overall committee. ‘This committee 
reported through our chairman Mr. Young directly to Donald Nelson. 
1 was very well acquainted with the Aluminum and Magnesium 
Division. 

Mr. Youncer. In your relations with them are you quite sure that 
their opinions and actions were dominated by Alcoa ¢ 

Mr. Dean. | would like to get back to what I said a moment ago. 
They were concerned with supplying alumina in an emergency and 
they felt—and 1 will give them credit for sincerity—that the way to 
get alumina in an emergency was to let Alcoa do it. 

I don’t think there is any question about that. That is not im- 
pugning their motives. They knew Alcoa. They were all Alcoa 
people tor the most part. They knew Alcoa. They felt that the way 
to get alumina was to let the fellows who had heretofore made it 
make some more. 

Mr. Youncer. Did they doa pretty good job ? 

Mr. Dean. Let’s say 1 don’t believe we ever suffered seriously dur- 
ing the war from a shortage of alumina, although we might have had 
the Germans been a little more astute. 

They got us out of it. That is the very point. At one time they 
were scared. They didn’t, in my opinion, approve these plants for any 
reason in the world than that they were afraid that they would not be 
able to get us through. 

Just as soon as they saw it quit raining, they said let’s not patch the 
roof, get down off the roof, boys, and they canceled these contracts as 
fast as they could possibly cancel them. 

In other words, they did not want, and clearly did not want, an in- 
dustry built on anything but bauxite, because that is what they felt it 
ought to be built on. 

1 am not saying their motives were dishonest or anything else. 
They felt that. 

Mr. Younger. In your opinion there was nothing vicious about it ¢ 

Mr. Dean. I am not prepared to assay their viciousness or one thing 
or another. I am merely reiterating what I said a while ago. The 
entire War Production Board felt their job was to get something and 
get it quick, and naturally they turned to the people from industry 
who were in the big companies making it and those fellows felt that 
the people who knew most about getting something done quickly were 
the people who had that. 

It was not anything unnatural or a failure to understand. 

Mr. YounGer. They did the same thing in steel, did they? 

Mr. Dean. They did the same thing in everywhere. They did the 
same thing in manganese right up to the limit. 

I can illustrate it in manganese even more so. The Bureau of 
Mines had developed a process which was capable of using the manga- 
nese ores of Las Vegas Wash to produce electrolytic manganese, to put 
in a plant, they would have a substantial industry making a substan- 
tial contribution. 
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But they insisted in putting that plant in. If it worked it would 
have only survived the war. It did not survive the war. $42 million 
went down the sewer and they had nothing. 

That was because they were determined not to have something 
which made a contribution to our overall national security. Let’s get 
something quick, expensive, so that when the war is over we will not 
have had in any way disarranged or dislodged the status quo of the 
production situation. Maybe they were right. Maybe that is right. 
I don’t know. I got the impression most of the time that Congress 
thought it was not. 

Mr. Younger. But they did not do anything about it. 

Mr. Dean. Oh, they passsed some resolutions. I can find a lot of 
hearings and reports. 

Mr. Youncer. That is all. 

Mr. Brooks. You have any questions, Mr. Reuss ? 

Mr. Reuss. No questions. 

Mr. Brooxs. Any further questions, sir? 

Mr. Krueger. No questions. 

Mr. Brooxs. Thank you very much, we enjoyed your visit with us. 

(The document is as follows :) 


STATEMENT OF Dr. REGINALD S. DEAN, CONSULTANT, CHEMICAL ENGINEERING, 
MONOLITH PORTLAND MIDWEST Co., RIVERDALE, Mp. 


My name is Reginald S. Dean. My connection with knowledge of the subject 
of the present hearings arises from my having been Assistant Director of the 
Bureau of Mines and a member of the War Minerals Operating Committee of 
the War Production Board during the period of World War II. In these ca- 
pacities it was my responsibility to recommend and develop procedures and 
projects for the production from available domestic resources of materials re- 
quired for the war effort and which were to a large extent imported prior to 
the war. 

One of the more important of such materials was alumina for the production 
of aluminum. At the outset of the war our aluminum production was almost 
totally dependent on bauxite imported from South America. Only relatively 
small quantities of suitable bauxite was available in this country, and it was 
generally recognized by those having responsible charge of war production that 
a large source of raw material in this country for alumina production was 
necessary to the security of this Nation. Recognizing this, Mr. Donald Nelson, 
Chairman of the War Production Board, asked all competent groups who might 
be able to make a contribution to the solution of this problem to bring forward 
their suggestions. 

As Assistant Director of the Bureau of Mines and as a member of the War 
Minerals Operating Committee, it was my responsibility to seek out such pos- 
sible processes and to have them brought before the committee for review. The 
committee, under the chairmanship of Mr. Howard Young, selected four proc- 
esses as worthy of trial on a pilot-plant basis. These 4 processes included 
2 acid processes for the recovery of alumina from alumite and clay and 2 
alkaline processes for the treatment of widely available aluminiferous materials. 

Plants were started for the trial of these various processes. The 2 acid 
processes failed; 1 of the alkaline processes operated for a short period and 
was cannibalized. The fourth plant is the Laramie, Wyo., plant. This plant was 
based on a process brought forward by the Monolith Co. For purposes of de- 
scription, it is known as a soda-lime-sinter process. This process had been sue- 
cessfully tested by Monolith and reviewed by the Bureau of Mines, so that the 
technical feasibility was reasonably assured. 

The actual demonstration of the process in the Laramie plant by Monolith was 
not permitted to be carried out by the rulings of the Government agencies re 
sponsible. The cannibalization of the plant was prevented by the urgings of 
Monolith, and the plant was used during 1952 and 1953 by the Bureau of Mines 
to get additional data on certain steps of the process. This work confirmed the 
technical feasibility of the process. 








130 GOVERNMENT-OWNED DEFENSE PLANT NEAR LARAMIE, WYO. 


This technical feasibility is further attested by the use of some steps of the 
process in the treatment of the historical Bayer plant residues and low-grade 
bauxites. Such use improves extraction from imported ores and permits the 
utilization of a larger proportion of our limited reserves of bauxite. It does not, 


however, solve the problem of providing an adequate source of domestic alumina. 
This latter objective was that for which the plant was intended and can only be 
accomplished by bringing the plant into commercial production. It is the uni- 


versal experience in the establishment of new processes on an effective basis that 
they must undergo the development which can only be achieved by operation 
under competitive conditions. Many attempts to obtain a rapid increase in pro- 
duction, based on processes tested in the laboratory and completely blueprinted, 
have failed. It is practically impossible to foresee and overcome the difficul- 


ties which are met in actual production and which must be overcome there. It 
is abundantly clear that the commercial operation of this plant is in the national 
interest today, just as much as it was when our supply of bauxite was being 
cut off by German submarines. 

Mr. Brooks. Mr. Enright, would you please take the stand ? 

Would you please raise your right hand, sir ? 

Do you swear that the testimony you are about to give this subeom- 
mittee will be the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 

Mr. Enricur. Yes, sir. 

Mr. Brooxs. Will you give your name and your capacity with the 
Monolith organization to the committee, sir? 


TESTIMONY OF J. T. ENRIGHT, GENERAL COUNSEL, MONOLITH 
PORTLAND CEMENT C0., LOS ANGELES, CALIF. 


Mr. Enricut. My name is Joseph Thomas Enright. I am general 
counsel of Monolith Portland Midwest Co. and a director and counsel 
for its parent corporation, Monolith Portland Cement Co., and affili- 
ated corporations. 

I have been such since 1951, From about 1937 I was the assistant to 
Alfred L. Black, deceased January 1951, who was, during that period, 
such director and general counsel. 

During this entire period and especially since Monolith entered the 
alumina picture, I have been in charge of all contracts and litigation 
for Monolith and responsible for the efforts of other attorneys who 
assisted. 

Since being elected a director, I have attended practically all direc- 
tors’ meetings and have been informed of routine and unusual matters, 
including the Laramie alumina plant from its inception. 

It was and is the considered decision of the Monolith directors and 
executives that Monolith will, in open fair bidding, better both the 
bids it heretofore made: (1) The plant impressed with a covenant 
obligating reasonable alumina operation, and (2) without restriction. 

The condition to Monolith bidding is that it be placed in full, exclu- 
sive, peaceful possession of the plant, with all its assets in the condi- 
tion at which they existed when Ideal took possession. 

I believe this committee has ample power, right, and duty to closely 
supervise such bidding and we urge the committee to exercise this 
right because of our complete lack of confidence in Administrator 
Mansure’s handling of the transaction to date. 

There I would like to inject that I make that statement for sure 
now since Administrator Mansure took the position yesterday from 
this witness stand that this process is not economically feasible. I 
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don’t know of any qualifications he has for making that statement. 
And I ean only justify the statement as having its origin in Dr. 
Frarcy’s testimony last November before a committee of this Congress. 

I assure the committee we resent the GSA’s apparent attempt to 
slander the 15-year effort and the patents of Monolith in its report 
to this honorable committee. 

This is not the appropriate time for Monolith to defend its tireless, 
as yet fruitless, efforts but I will stand crossexamination on both sub- 
jects if that is the desire of GSA or its Administrator, or examination 
on the industry's effort to obstruct the use of the Laramie plant for 
the purpose for which it was designed. 

I would like to add to my statement also that it has recently come 
to our attention that Monolith Midwest Co. : 

(1) Had a power contract for 6,000 kilowatts; that is, power elec- 
trical energy. Since Ideal has injected itself into this bid, we are now 
told by the Bureau of Reclamation and we have had very satisfactory 
relations with the Bureau over a period since the inception of these 
corporations starting back in 1920, both in marketing cement, and in 
the other relations. 

(2) That we are now informed that we will be allocated 2,500 
kilowatts. 

(3) Normal cement expansion in the cement plant that is out there 
now requires approximately 3,000 kilowatts. 

(4) Our best information is that Ideal is to receive this power. 

(5) We feel that that is an evidence of improper interference in 
operations. 

Mr. Brooks. Thank you very much. I had one question that is of 
primary interest to this subeommittee. 

It refers to your second paragraph. I realize there have been many 
ins and outs and discussions about patent and prejudice and so forth, 
but our main concern is with this second paragraph, I want to get 
clear your indication that Monolith stands ready and willing to offer 
not just a better bid but more money in United States currency to the 
Government for this plant under either a possibility of producing 
alumina or to buy it as it was originally before Ideal took it over 
without any restriction. 

Is that your position, and if it is not, I wish you would state what 
your position is very clearly in reference to what the Government 
could receive in a bid you would be willing to make. 

Mr. Enricut. We will pay in gold, silver, and acceptable currency. 
We will insist on this right. We believe it isa reasonable one. We will 
want our engineers, as we normally would do in a business transac- 
tion of this magnitude, go into the plant and make a survey, deter- 
mine what the condition of the property is, we will then want to evalu- 
ate all the circumstances then existing when and if a bid is offered 
with reasonable terms and conditions or invitation to bid, and we will 
make a decision and it will be better than the offers heretofore made as 
I have stated in my statement. 

Mr. Brooks. That is the only question I had, since that is our pri- 
mary concern. 

Mr. Younger, do you have any questions of Mr. Enright ? 

Mr. Youncer. Yes. I want to clear up this statement which Mr. 
McBride made in which he said you would furnish evidence on, which 
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I think has some bearing. The statement which was made that the 
Ideal is a cement trust. 

Mr. Enricur. Yes, sir. 

Mr. Youncer. Are you prepared to prove that they are a trust? 

Mr. Enrieur. To our satisfaction and to the satisfaction of any 
court of competent jurisdiction, I think they would be so adjudicated 
at this time in the Rocky Mountain marketing territory. 

Mr. Youncer. Would you be willing to file a statement with the 
Attorney General to that effect ? 

Mr. Ewnricur. Yes; we have submitted our briefs and we are well 
aware of the conditional approval of the Attorney General that there 
will be no tie-in 

Mr. Youncer. I mean specifically about the company and the state- 
ment that they are a trust and that you will assist the Attorney Gen- 
eral in proving that they are a cement trust. 

Mr. Enricur. Certainly. 

Mr. Younger. In violation ? 

Mr. Enrieur. Certainly. 

Mr. Younger. Will you write such a letter to our Attorney General? 

Mr. Enricur. Why certainly. 

Mr. Youncer. Fine. 

Then on the Bureau of Reclamation that you mentioned just at the 
last. It is your inference that the change in allocation of power to 
Monolith and the reduction of the allocation is occasioned by the inter- 
ference of Ideal ? 

Mr. Enriceur. It is, sir. 

Mr. Younger. So that from that we are to judge then that the 
Bureau of Reclamation is dominated by Ideal ? 

Mr. Enriaur. No, sir. 

Mr. Youncer. Then what would bring that about ? 

Mr. Enricur. I don’t think the matter is finally settled yet but we 
do know that we cannot close the contract nor can we get a firm com- 
mitment from the Bureau of Reclamation at this time. 

We have absolute confidence that we will be properly and fairly 
treated. I merely state that as evidence which you might consider on 
this trust aspect of the Ideal Cement Co. 

Mr. Youncer. I gathered the impression from the way you brought 
it in, that the Ideal Cement Co. must have some influence with the 
Bureau of Reclamation. 

Mr. Enricur. Mr. Congressman, I can only say that my knowledge 
has been greatly expanded these last few days from the correspondence 
which isa part of the GSA files. 

I will want to evaluate those further, too. And I do think this 
power incident is what normally occurs when say a cement company 
operates in Montana, Utah, Nebraska, and Colorado and has one plant 
competing with them isolated in Wyoming. 

I am oblivious to proper political influuence, but I am quite sure 
that they are most aggressive and they must have been quite aggressive 
to interfere with this power matter. We will find out in due time, I 
think. 

Mr. Youncer. Mr. Chairman, may I ask that the head of the Bureau 
of Reclamation be called before the committee ? 

Mr. Brooxs. Yes; you certainly might. That means, of course, 
that we would not have an occasion to complete this hearing today. 
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Mr. Youncer. We won’t be out of here until September. 

Mr. Enricut. We are in this fight all the way. We are here to 
stay. 

Mr. Brooks. I will be happy to invite him to appear. I don’t think 
we can get him this afternoon. 

Mr. Youncer. Before this hearing closes. Let’s get him in. 

Mr. Brooks. Pending his approv ral, I will invite him; yes, sir. 

Mr. Younger. Fine. 

I mention that because to me it is rather a serious charge about a 
Government official. I have been led to believe that most of our offi- 
cials are pretty honest. I don’t think that they are as bad as they 
have been painted here today. 

Mr. Krurcer. We would like to meet him. 

Mr. Youncer. We would like to meet him face to face and find out 
his explanation. 

Mr. Enricutr. We share your belief. 

Mr. Brooks. Are there any further questions? 

Mr. Reuss. I have one question of Mr. Enright. 

I gathered from your testimony, Mr. E nright, that Monolith pro- 
poses to better both the bids that have heretofore been made on the 
assumption—of a restrictive covenant and an assumption of no 
restrictions. 

Do I infer from that that Monolith asserts that it will better also 
the bid it finally bid which Ideal made? 

Mr. Enrient. Mr. Congressman, great deliberation has gone into 
the wording of that second paragraph and that is the best way I can 
express it. I don’t want you to be misled under any circumstances. 
We will better those bids on the condition that is there stated and I 
will read it again. 

The condition to Monolith bidding is that it be placed in full exelu- 
sive peaceful possession of the company up to condition that existed 
when Ideal took possession. 

I might explain some of the reasons behind that if that is your prob- 
lem. We don’t know what has happened to the rotary kiln over there 
when they are using it to make aggregate or lightweight aggregate. 
That is a serious problem. 

The rotary kiln is an imports int part of the plant. It is small in 
relation to the chemical activities in the plant. We are not informed 
as to what has happened in their plant under the unusual permitting 
of Ideal to go in there and make a test run of a new lightweight 
aggregate venture by them. 

~ Appreci iating that this is a chemical plant, the purpose for which 
Dr. Dean exp: ained so clear lv, we want the plant to commercially pro- 
duce alumina. If it is in that good heieiiedaies we will meet our pro- 
posal here. 

Mr. Reuss. I am still not enlightened. I will ask my question again. 

Assuming that your surveys after you are put back into possession, 
in the event you are put back into possession, discloses that there has 
been no deterioration of the equipment, is it the intention of Monolith 
to bid more than the amount previously bid by Ideal or merely more 
than the amount previously bid by Monolith? 

Mr. Enrtenr. Our intention is to better our bids—yves, and Ideal 
too, because you are speaking of that $90,000 differential. Yes; if that 
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is what you have in mind. We are not jockeying for position for a 
dollar or even $90,000. 


I think that is the difference between the Ideal bid and Monolith 
bid. 

If that is your problem, the answer is “Yes, sir.” 

Mr. Reuss. Then that I may be clear on this because it is not clear 
from your preceding testimony, Monolith, by action of its board of 
(lirectors, is prepared then, in the event that the equipment is in the 
condition at which it was when Ideal took possession, to submit a bid 
substantially higher than the existing high Ideal bid? 

Mr. Enricut. Yes, sir. 

Mr. Reuss. No further questions. 

Mr. Brooxs. Thank you. Mr. Krueger, do you have any questions? 

Mr. Krurcer. No. 

Mr. Brooxs. We want to thank you for appearing before us. 

Now the committee would like to call Mr. Cris Dobbins. 

Mr. Enrtenr. Mr. Chairman, may I inquire if Dr. Dean’s statement 
is to be made a part of the record ¢ 

Mr. Brooks. Dr. Dean’s statement was submitted as a part of the 
record and his extemporaneous remarks on the subject matter are also 
a part of the record. 

Mr. Enrtent. Thank you. 

Mr. Dobbins, will you please raise your right hand and be sworn? 

Do you swear that the testimony you are about to give this sub- 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Dossrns. I do. 

Mr. Brooks. Will you give your name and your capacity to the 
committee, sir? 


TESTIMONY OF CRIS DOBBINS, PRESIDENT, IDEAL CEMENT CO., 
DENVER, COLO. 


Mr. Dorpins. Mr. Chairman, Senator O’Mahoney. 

Members of the subcommittee, my name is Cris Dobbins, president 
of the Ideal Cement Co. 

I have a prepared statement here; prior to reading it, I should like 
to make it crystal clear to the members of this committee and to the 
Senator, a fact which has been made clear, I think, in everything we 
have submitted with regard to this plant, that the Government, if the 
Government has any interest in this plant, we certainly have taken 
no steps to obstruct anything that the Government might want to do 
with the plant. 

Furthermore, in our bid which you have before you we agree to keep 
the plant in a standby condition for 10 years, to be returned to the 
Government at any time during that period that it might want the 
plant for any use they might want to make of it in its original condi. 
tion, subject to ordinary wear and tear. 

On September 24, 1954, the General Services Administration made 
award to the Ideal Cement Co., of Denver, Colo., of the so-called 
alumina plant at Laramie, Wyo., above referred to. This award 
was made following submission by us of a supplemental bid dated 
September 16, 1954. An earlier bid dated June 21, 1954, had been 
submitted by us, this bid in turn reaffirming our bid of April 12, 1954. 
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The bids of April 12 were not publicly opened. The bids of June 21 
were publicly opened and read and all present were informed by Mr. 
Peyton of the GSA staff that bidders would be notified before any 
action was taken on the award. Our bid at that time was the highest 
firm bid in terms of dollars, being $1,050,000, and was accompanied by 
a cashier’s check in the amount of $105,000, being 10 percent of the bid 
price as required under the call for bids. No ‘other bid was accom- 
panied by a deposit, and the next nearest firm bid was $450,000 less 
than ours. 

It might be well to state here, even at the risk of some duplication of 
facts that might have been developed in other material, that the 
Laramie plant did contain machinery and equipment suitable for use 
in the manufacture of cement. As early as February 1949, Mr. Mat- 
thews and I were asked to serve as witnesses by the Government in 
litigation as between the RFC and the Monolith Co., and our testi- 
mony at that time was to the effect that much of the equipment was of 
a kind suitable for use in the manufacture of cement. Again in Jan- 
uary of 1953, I was asked to serve as a witness in this litigation during 
which evidence along the same lines was offered. In fact, our bid of 
April 12, reaffirmed by our later bid of June 21, 1954, was conditioned 
upon ultimate removal of the machinery by us to other locations where 
we clo have cement plants. 

In 1950 we made surveys of lightweight aggregate possibilities both 
as to raw materials and market. We incorporated a wholly owned 
subsidiary to carry on these matters, known as Great Western Aggre- 
gates, Inc., and secured the services of Mr. Robert F. Blanks, one of 
the foremost authorities on concrete and aggregates of all kinds in 
the United States, to act in the capacity of vice president and general 
manager of the company. 

By the end of 1952 we came to the conclusion that expanded shale 

‘ather than any of the so-called natural lightweight materials would 
make the best lightweight aggregates ultimately, and at that time we 
started concentrating our attention on this type, foregoing any fur- 
ther investig: itions with regard to scoria (volcanic ash), perlite, 
pumice or pumicites, or other lightweight materials occurring 
naturally. 

The expansion of shales requires great heat—2,200° F.—and crush- 
ing and grinding machinery much similar to that used in the cement 
industry. 

In 1953 we ac quired a substantial acreage of so-called Pierre shale 
near Denver, and in October 1953, ran a full-scale plant operation at 
our No. 1 Portland, Colo., plant proving both the raw material and 
the process. Several plant sites near Denver were examined, and 
also the services of consulting engineers were engaged to plan the flow 
sheet and to design a plant for aggregate production. 

These plans were going forw ard during the early bidding on the 
Laramie plant. Stearns- “R oger’s estimate—that is the engineering 
firm that did the work for us—on the proposed aggregate . unt which 
we had in mind building near Denver came to us on July 8 , 1954. It 
was not until after receipt of their estimate that we conc eived the idea 
of using the Laramie plant in place as a lightweight aggregate manu- 
facturing property. 

When on September 15 we were informed that our bid to GSA on 
Laramie was about to be rejected, we were not only surprised but 
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incensed and offered to file a supplemental] bid which contemplated the 
use of the plant in place which would bring a new industry to Wyo- 
ming. Our bid in the amount of $1,200,000 was prepared and mailed 
from Denver, with an additional check for $15,000 to bring our deposit 
up to the required 10 percent, still the only deposit made by any bidder 
in connection with this property. 

The record of all of these proceedings I am sure has been fully put 
before you by others interested in this matter. You have heard for 
instance that at a public hearing called by the Wyoming Resources 
Board in the Governor’s office in Cheyenne on September 24, 1954. I 
would like to point out that that meeting was called by the Wyoming 
Resources Board and not by the GSA, as some of the Monolith people 
have testified. 

The entire group consisting of the Wyoming Resources Board, the 
Laramie Chamber of Commerce, the Governor, and the entire con- 
gressional delegation of the State of Wyoming after conducting a full 
hearing unanimously recommended sale of this property by GSA to 
Ideal and that Ideal was made the award at that time. 

You know, too, that the Antitrust Division of the Department of 
Justice gave their clearance to the sale on January 11, 1955. It was 
our hope that 30 days from the filing of the report with the Senate and 
House committees on March 11, 1955, we could be vested with clear 
title to the property. 

The record of the bidding was so clear and our bid at all times was 
so much better than any other—I should say, any other that we knew 
about—that we frankly had no doubt as to ultimate award of the 
property to us. Also with weather conditions at Laramie so severe 
we were anxious to get underway early for two reasons: (1) to prove 
the process with the Laramie equipment, and (2) to test the raw mate- 
rials available in the vinicity. 

Therefore, we secured permission from GSA on September 30, 1954, 
to engage in those experimental activities and to start to make good 
on our promise to the people of Laramie and the State of Wyoming 
to establish a new industry. Experimental work was continued until 
Friday, April 8, 1955, and in connection with the shutdown on that 
date I should like to read here a part of the statement prepared for 
the Wyoming Resources Board’s second hearing on this subject held 
last Thursday, April 6, 1955: 

While we are somewhat disappointed at the length of time that it has taken 
to clear up this matter, we are confident that it will finally be resolved correctly 
and to the end that every aspect of the entire transaction be reviewed and made 
public, we welcome the hearing now scheduled by the House committee. In the 
meantime, our 10-percent deposit amount to $120,000 has been in the hands of 
the Government for this full period. As a matter of fact, we deposited over 
$100,000 with the Government with our first bid, which was made in March of 
1954, the only deposit by the way which any bidder put up at that time; also 
no other party except Ideal in later biddings has made the required deposit. 

More important perhaps is the factual record of what we have done at the 
Laramie location in the nearly 7 months that have passed since this award was 
made. In this period our direct payroll has been right at $50,000—money paid 
to citizens of the Laramie community; in the deveopment of raw materials in 
the State of Wyoming we have paid out over $46,000, which found its way into 
the spending channels of the community. Freight paid by us on experimental 
materials has amounted to over $40,000; other items in the way of supplies and 
materials, power, payroll insurance, and taxes, et cetera, bring our cost of 
operations during this experimental period to slightly over $20,000, bringing 
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our total outlay at the Laramie location for the period ending March 31 to some- 
what over $211,000. 

Needless to say, we were hopeful that the title could be cleared long before 
now, in which event we could make the transition from experimental to full-scale 
operation without pause. However, the experimental period has passed. Raw 
materials eminently suitable for our use in the manufacture of lightweight 
aggregates have been found in abundance. Some modifications to that part of 
the plant suited to lightweight aggregate manufacture are necessary, and ob- 
viously we cannot make substantial capital outlays on the property until the 
title is cleared. Just as soon as this is done, operations will be resumed on a 
full-scale basis. In the meantime, however, because of the time required by 
Government agencies to properly consider this transaction, we find it neces- 
sary to shut down the operation at Laramie as of the close of this week or early 
next. We pledge you, however, that just as soon as the title can be cleared, 
work will resume at that location. 

That is the end of the excerpt from the statement made last week 
at the Wyoming Resources Board. 

We appreciate this opportunity of presenting our knowledge of this 
situation. In addition to my self, our company is represented here 
today by our executive vice president, Mr. M. O. Matthews, and our 
counsel, Mr. Stephen H. Hart. 

If any of you have any questions we shall do our best to answer 
them. 

We hope that a prompt conclusion can be arrived at, as we know 
you are busy, and we, too, have a multitude of matters pressing for our 
attention in the constructive management of our business. 

In closing I should like to say that the re presentatives of GSA that 
we have come in contact with have without exception conducted them- 
selves at all times in an honorable, forthright, and creditable manner 
quite evidently having only the best interests of the United States in 
mind at all time. 

I am sure you will realize that that last paragraph is a self-serving 
statement. 

It may embarrass the men in the GSA. We feel that way about it. 
We did not compare notes with them. They did not know we were 
going to say it. But we feel they are a capable group of people and 
that ‘they have done an excellent job. We have had a good deal of 
contact with them. After all they have had over $100,000 of our 
money now for over a year and we are trying to look after it. 

Mr. Chairman, would it be permissible to ‘add 1 or 2 comments at 
this time / 

Mr. Brooks. Certainly, sir. 

Mr. Dossrns. I would like to call your attention to the fact that in 
the sequence of bidding Ideal has made only three bids. 

The bid of April 12, which was not a public bidding. The bid of 
June 21, which was a public bidding. The bids were opened and read. 
At that time the statement was made that we would be notified that 
all bidders would be notified before an award was made. Our Sep- 
tember 14 or 15 bid—I had it the 14th here and I have it the 15th in 
my note and the award which followed on September 24. I should 
also like to point cad between the period June 21 and September 24 
we had no knowledge that GSA was negotiating with Monolith. 

We relied explicitly on their promise before any award was made 
we would be consulted. 
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We discussed it in our offices a number of times but we did not 
investigate to see whether they were negotiating with any other bidder. 
I think if the award had been made to Monolith in that interim we 
would have felt we had been let down. 

Between September 14 and September 24 Monolith had 10 days. I 
don’t know what dates they were informed or who informed them as 
to the fact that GSA was then negotiating with us. 

But I am confident that at any time that Monolith had wanted to 
put in a better bid it would have been considered. 

I would like to state also but some of the color of this thing I think 
is important. When we were informed by the Resources Board that 
this meeting was to be held in Cheyenne on September 24, we had just 
purchased the assets of the Spokane-Portland Cement Co. 

Our clearance was before the Department of Justice. I think we 
are probably their best customers. I am almost embarrassed to have 
them up here. At any rate we had a lot of work to do. Our feeling in 
our own company was that we did not have a chance in the world to 
buy this plant. I had never met Senator O'Mahoney. I had never 
inet Senator Barrett. I don’t think any of our top people had been 
except perhaps in the last 2 or 3 days. 

Blanks talked to them. We debated whether we should attend that 
meeting, feeling that it was a dress rehearsal for the award of the 
contract to Monolith. We went to Spokane and had a night meeting 
and got to Cheyenne the next morning to attend the meeting. We 
were amazed. As you stated at the opening of the hearings yesterday, 
that our bid was found the best and we were given the award. 

Monolith has stated that they were surprised by it—well, I have 
covered that point. 

I don’t want to be too worried. There is one point that was made 
earlier in the session here. 

In Burnett’s memorandum which Mr. McBride read. He made 
quite a point of the fact that Mr. Burnett insisted that he would either 
let his original bid of $600,000 stand with commitments to operate the 
plant or he would bid $1,110,000 with no commitment of any kind. 

Ideal’s offer was $1,200,000 and we are surrounded with all kinds of 
commitments. I suspect our board and our stockholders if they knew 
we had to keep that thing in standby condition for 10 years and per- 
haps turn it back to the Government—we will be criticized, maybe 
they would criticize us, perhaps they would not. We have had a fairly 
successful record of operation. 

I would like to make a point on that. 

Mr. Russell, my eminent competitor in several States and for whom 
I have great personal regard, would have you believe that he has a 
small plant completely surrounded by Ideal plants. 

Tdeal’s plant at Portland, Colo. was built in 1899. 

Tdeal’s plant at Beecher, Colo. was built in 1926. 

Ideal’s plant in Superior, Nebr. was built in 1915. 

Tdeal’s plant at Devil’s Slide, Utah was built in 1907 or 8. 

Tdeal’s plant at Trident, Mont. was built in 1908 or 9. Mr. Russell’s 
plant was built I would say 1928 or 29. He selected the site for his 
plant. We didn’t. 

There has been nothing at any time to prevent Mr. Russell or Mr. 
Burnett or the Monolith Co. or anybody else from building a cement 
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plant anywhere in Wyoming, Colorado, Utah, Montana, or anywhere 
else in the United States. 

I am sorry to have taken so much of your time. I hope I have not 
developed too much heat and perhaps have developed some light. 

Mr. Brooks. Thank you for your testimony. When did Ideal evi- 
dence its first interest in purchasing this plant ? 

Mr. Dosstns. In 1949, in February, the RFC requested Mr. Mat- 
thews and I to come to Los Angeles and appear as witnesses for the 
Government in litigation which was then underway as between the 
Monolith Co. and the RFC. 

Prior to that time we had no knowledge of the plant, neither of us 
had ever seen it. None of our people had ever seen it. We told the 
RFC that we were a little reluctant to appear as witnesses. We felt 
that the Monolith Co. would not regard it certainly as a friendly act. 
On the other hand, you can’t deny a Government agency cooperation. 
We told them that before we attended as witnesses we would have to 
see the plant. So we drove up to Laramie, spent the entire day going 
through the plant and were amazed to find that a great part of the 
plant was built in our opinion and we so gave testimony in the 
Southern District Federal Court at Los Angeles that a great part of 
it was built as a cement plant. 

I don’t have a transcript of the testimony. I have never had one. 
That was our first knowledge of the plant. We at that time became 
interested. 

Not until perhaps a year or two later did we get to the point where 
we talked to the General Services and said if that plant is ever avail- 
able for sale we would like to have an opportunity to bid on it with 
the whole sole idea at that time for moving the equipment away from 
that location for two reasons: 

One, we have a cement plant within 50 or 60 miles of the Laramie 
plant which is a very fine, modern, up-to-date plant. 

It would be utterly silly to attempt to set up another cement plant 
within 50 miles of one that is already in existence, you see. 

Two, I am quite sure if we had attempted to purchase the plant, 
to operate it in place, we never could have gotten clearance from the 
Department of Justice. It would be silly for us to have a cement 
plant right across the fence from the Monolith Co. I am sure they 
never would have granted us approval of that. 

Mr. Brooks. Thank you very much. 

Mr. Younger, do you have any questions of Mr. Dobbins? 

Mr. Youncer. Yes, I have two. 

If the restrictions on the purchase of this plant provided that it 
must be operated in the production of alumina, would you be inter- 
ested in bidding on it? 

Mr. Dosprns. No, sir, we are not in the alumina business. 

Let me say this. We are interested in exploring all kinds of possi- 
bilities. However, the rather sketchy investigation we made of the 
possibilities of alumina led us to believe, we are firmly of the opinion 
that it would not be a commercially feasible, economical process and 
while we don’t derive our greatest pleasure out of having a profitable 
operation it helps a great deal and makes the other gratification in the 
operation of a business much more pleasant to have it profitable as 
well as interesting. 
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Mr. Younger. Your bid then would be predicated very much on 
the conditions existing in the present bid ? 

Mr. Dossins. Yes, sir, in our bid. 

Mr. YounGer. Yes,sir. I said any bid that you might— 

Mr. Dozers. Make from now on? 

Mr. Youncer. From now on would be predicated on the same 
conditions ¢ 

Mr. Dossins. Mr. Younger, as a matter of fact—I am very sincere 
about this—that has been nearly 7 months since we got into this 
bidding. 

If this is readvertised, my feeling at the moment is that we prob- 
ably would not be interested in pursuing it. 

We have bids in our files from Stearns-Rogers, to build a light ag- 

gregate plant at a better location, cost a little more money. 

This is not vital to our continued success and we have so much to 
do in the running of our business that rather than to get continually 
messed up in this type of proceeding, I seriously question whether we 
would enter a bid of any kind on another bid. 

I had intended to make that clear. Some question yesterday, some 
inference that this was a tremendous bargain for the Ideal Co., one 
million, two. I assure you that it is highly speculative. We hope we 

can make a successful profitable venture out of it; if we don’t they will 
probably have a new president of the Ideal Cement Co. 

Mr. Youneer. One other question. 

You went into this plant. Got permission from GSA to enter the 
plant ? 

Mr. Dorpins. Yes, sir. 

Mr. Youncer. Did you go in there on your own and spent this 
$211,000 on your own / 

Mr. Dopnrns. Yes, sir. 

Mr. Youncer. That if the bid is rejected, you have no intention of 
going back and suing the Government for $211,000 ? 

Mr. Donpins. Not in the slightest. I think that was made clea 
the time we asked for permission. It was strictly on our own. 

Mr. Youncer. You did it voluntarily and on your own and got per- 
mission from the GSA and there was no obligation on the Government 
to reimburse you for any of the money that you spent ? 

Mr. Dospins. None whatever. 

Mr. Youncer. If it is found that the plant has been destroyed or 
unusual depreciation has occurred since you have had it and the Gov- 
ernment should so hold, was there any understanding between you and 
GSA that they could come back on you for that ? 

Mr. Dosrtxs. Mr. Younger, what we did when we asked for per- 
mission to go into the plant, we seemed to feel that it would be advis- 
able to have a survey of the pl: int, an inventory of every piece of equip- 
ment in the plant and a survey as to its condition so if we did not ulti- 
mately get the plant there would be some basis on which to restore it or 
negotiate a settlement. 

We diseussed that with—I think Mr. Matthews had a talk with Mr. 
Klein and they said if we want to have a survey, an inventory made, it 
would be up to us. 

We engaged the Stearns-Rogers Manufacturing Co., I have in my 
hotel a complete inventory : and : survey of each piece of equipment that 
was in the plant. 
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I would hope that that would be satisfactory evidence if we get into 
some negotiation. 

I can tell you another thing. If that plant is not in first-class shape 
a good many of our operating people will be out of a job because we 
told them to put it in first-class shape and we closed down at the end 
of this experimental run. 

We had a meeting in my office last Friday and each man—and they 
are people who are ‘doing a marvelous job, know their business, they 
are operators ; we took them out of their other plant. 

They said this must be restored to absolute spic and span condition. 
iverything was in mothballs ready for whatever took place. 

Mr. Youncer. Do you consider that this plant can be used at all 
for processing your uranium ¢ 

Mr. Dopsrns. Yes. I would like to explain that. I am sorry in a 
way that I did not include the whole statement that I made to the 
Wyoming Resources Board. 

At the time we had Stearns- Rogers make the survey and the inven- 
tory of that plant, one of their top people called our attention or told 
us that in the other building there was some chemical equipment, so— 
I have forgotten what they call them—retorts or something of that 
kind. 

That would fit into a fold sheet for treating your uranium ores by 
the so-called soda-leaching method. 

We have a very capable | young geologist. We discussed with him 
the possibility of finding some uranium in the Wyoming area. He 
thought the prospects were good. We then discussed with our vice 
president in San Francisco, who is a chemist, was formerly high up in 
the Research Division of the Shell Chemical Co., the matter of process 
and Mr. Roseball, our San Francisco vice president, Mr. John Hand, 
our executive vice president went over to the Atomic Energy Com- 
mission in Grand Junction and told them what we had in mind as a 
possibility. 

The Atomic Energy Commission told our people that there was 
some question about the effectiveness of the soda-leac ‘hing method. 
It was only applicable to certain types of ore. But before they would 
in that instance enter into a contract with us to operate a mill we 
would have to develop approximately one-half of the requirements of 
the mill, that is the ore requirements of the mill. 

Up until that time there had not been much ore found in Wyoming. 
There had been a good many claims staked. Our board of directors 
authorized an expenditure of a hundred thousand dollars to get into 
the exploration in Wyoming and other places for uranium ores. 

We acquired an airplane which will be equipped with Geiger 
counters and scintillometers or whatever they call them. We have nine 
people assigned to the project. We are going to make a thorough 
search as soon as the weather permits of the ‘vicinity of 150 to 200 
miles of the Laramie plant. It is a pretty nebulous proposition and 
we have tried very carefully to let everybody know that it was very 
much in the realm of speculation. 

(a) We may not find any uranium, or (0) it might not be the type 
that would be amenable to treatment in this plant, and (c) we are also 
informed that there would be required—we paid Stearns-Rogers a fee 
to develop a flow sheet—there would be approximately a half a million 
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dollars’ additional] equipment needed in the plant and we just assumed 
about the same amount of labor to install the equipment. 

Whether we would be justified to spend a million dollars at that 
location. Since that time we have learned that some uranium-treating 
plants have been built for far less than that just started from the 
ground. That may be completely a wild goose chase. On the other 
hand if we find one good composite of uranium, whether we operate a 
mill or not, it would be money well spent. 

Mr. Youncer. If the plant were let out for bid for any use includ- 
ing cement, production of cement, are there any other bidders, pos- 
sible bidders other than Ideal and Monolith in that area? 

Mr. Dospins. Well, just include all the area. There are, if my 
memory serves me correctly, 63 separate and distinct manufacturers 
of cement in the United States and 175 cement plants in the United 
States. 

Whether any of those would have any interest in bidding on that 

plant, I don’t know. In our own minds we feel this way about it. 
Monolith has the limestone reserves. They have the transportation. 
They have their own railroad, subsidiary as I understand it which 
brings their limestone into their own cement plant. 

They have the packing department, which means merely the getting 
of the cement into bags and into cars and ship it. 

They have their own lab. Any company that would come in and 
bid on that in places other than Monolith would have to spend a lot 
of money and it just is not generally done in that sparsely settled an 
area. 

Mr. Younecer. In other words, if it were opened for bids, and for 
the manufacture of cement, it would be pretty much limited to one 
bidder then in your opinion ¢ 

Mr. Dossrns. I should think so. 

Mr. Younger. That is all. 

Mr. Brooks. Mr. Krueger, do you have any questions ? 

Mr. Krurcer. Yes, I have. I am very much interested in the bids 
that have been submitted for this plant. The records show here that 
the Monolith Co. bid, their first bid was $600,000 for the plant. 

Mr. Brooks. To operate as an alumina plant, you are right. I be- 
lieve that is the second bid. They had a couple of preliminary offers 
of less than that. 

Mr. Krurcer. Then later on, I think it was in June of the same year, 
the first time was in February that I mentioned, they raised their bid 
to $1,110,000. Question, assume then that because the Ideal Co. got 
into the bidding that the Monolith had raised its bid to over a half 
million dollars. 

Mr. Doserns. I think that is a correct assumption. 

Mr. Krurcer. I heard testimony given here a short while ago that 
they will give even a better bid. Maybe it is up to us, Mr. Chairman to 
conduct an auction. 

Mr. Brooks. I will tell you I would not be against it if I thought 
we could get what that plant’s fair market value as a cement plant 
which is estimated to be $1,800,000, 

Mr. Kruecer. I understand that the Ideal Co. is not interested in 
bidding on that as a cement plant. Be that as it may. 

The Government is $510,000 better off right now by reason of the 
Tdeal entering into the bidding. 
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Mr. Dosstns. We don’t charge you any commission on that. 

Mr. Brooks. We appreciate your interest and would hope you would 
submit some sort of a bidding if it went to additional bidding because 
we would like to give as much incentive as possible to you and to Mon- 
olith and anybody else that is interested. 

I would like to have lots of bids myself. 

Mr. Dossrns. I appreciate your position and that of this committee 
and we are delighted that the elected representatives are taking such 
a keen interest in the affairs of this Government. 

Mr. Brooks. I appreciate your comments. I would like to ask you 
a couple of questions. Has any of the equipment been moved out of 
the plant ¢ 

Mr. Donpins. No, sir, not by us. 

Mr. Brooks. I wondered if your operation of this plant for the past 
few months on an exploratory basis, would be the basis for which you 
would not be interested in a bid if it came up again? 

Mr. Dospins. No, we have found raw materials. We have pro- 
vided the equipment. We know what needs to be done in order to 
modify the plant in order to make an economical production out of it. 

My comment in that regard is based on this thought, Mr. Chairman, 
and only this: That is probably not the choicest location to build an 
aggregate plant. We can build one near Denver where the market is 
10 times better. It would cost a little more money. But rather than 
get into the possibility of continued delay and more hearings and more 
investigations, I think we might just kiss it goodbye. 

Mr. Brooks. I want to thank you very muc h for your testimony, 
your coming down and your patience and so forth. Thank you very 
much. 

Mr. Dossrns. It is a pleasure. 

Mr. Brooks. At this point we are going to see a rare opportunity 
where a Member of the House, and we don’t call it the lower body, 
will have the privilege of testifying first. 

Actually Mr. Thompson has been here. You would think he was a 
member of this subcommittee. We have been glad to have him. We 
want to offer him the opportunity to say whatever you might in the 
interests of your Wyoming constituency. 

Mr. Krvscrr. I think he would make a good one. 

Mr. Tompson. I would be pleased to have that opportunity. I 
have no other plans for this afternoon. If both Senators want to 
testify ahead and get going, I would be happy to wait. 

Mr. Brooks. That is probably your last opportunity to speak before 
these Senators. 

Senator O’Mahoney, the floor is yours. 


STATEMENT OF HON. JOSEPH C. 0’MAHONEY, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator O’Manonry. Senator Barrett, if you will permit me to go 
first, I have a date I must keep. 

Senator Barrett. On one condition, I have a dinner engagement 
at 8 o’clock, 

I don’t want to miss that dinner date. 

Senator O’Manoney. Don’t forget we are back in the House now. 

Mr. Brooks. The rules are a little bit more stringent over here. 
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Mr. Youncer. We are working under the 5-minute rule. 

Senator O’Manonry. I think it is a very good rule if you count 
slowly. 

Mr. Chairman, and gentlemen of the committee, I come here by the 
invitation of the chairman who was good enough to write me and 
also as a result of communications which have been received from the 
people of Laramie and particularly the chamber of commerce. 

I come because also I lived with this Laramie alumina plant for a 
long time, before I had a leave of absence from my duties in the United 
States Senate for a little less than 3 years. 

I came here on the day the first testimony was offered on behalf of 
the GSA, 

There was a paragraph, in fact several paragraphs in this testimony 
which attracted my attention and which I should like to clarify. 

I am reading now from page 3 of the statement which was presented 
by the GSA. It is an explanatory statement of the proposed nego- 
tiations of disposal of surplus real property. 

This paragraph reads as follows: 

Extensive correspondence and discussion during the period of sales negotiations 
have been had with Senator Frank A. Barrett, Senator Edward D. Crippa, Senator 
Joseph C. O’Mahoney, Congressman William H. Harrison, Wyoming, Governor 
©. J. Rogers and the Wyoming National Resources Board who were interested 
in assuring continued operation of the plant thus assuring continued local 
employment and development of local national resources. 

It is true that members of GSA, Mr. Moody and others came to my 
office either late in November—I was sworn in on the 29th of Novem- 
ber—or early in December to explain to me what had been done. 

I did not have the opportunity of participating in any negotiations 
of any kind with respect to the sale. 

I was not present at any of the meetings of the Wyoming Mineral 
Resources Board; and I was not consulted by Monolith Co. nor was 
I consulted by the Ideal Co. 

During this time with the exception that probably in October when 
I visited the city of Laramie in the course of the campaign, one of the 
representatives of the Ideal Co. met me in the Connor Hotel in Laramie 
and told me that the company was hoping that it would continue, that 
its bid would be awarded. 

I understand from the chairman in his announcement, correctly I 
think, that this committee is interested primarily in the question as to 
whether or not the Government has received the proper bid or is going 
to have a proper disposal of the plant. 

There is another subject, which was mentioned by Mr. Dean, one in 
which I am personally very much interested. That concerns the de- 
velopment of alumina, so I think that it might be well to give you 
briefly a history of the establishment of this plant at Laramie and it 
would be for the one in the State of South Carolina. 

During the war when I was a member of the Appropriations Com- 
mittee of the Senate and a member of the Appropriations Committee 
on Defense Appropriations, I became aware of many factors con- 
cerning the development of military resources, which were not gen- 
erally public. 

I was aware of the fact—and so was Senator Maybank of South 
Carolina that German submarines in the Caribbean Sea were sinking 
innumerable vessels transporting bauxite. 
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I had learned from the Geological Survey and others in the Depart- 
ment of the Interior that the State of W yoming in the vicinity of 
Laramie is the site of a tremendously large deposit of an alumina clay, 
called anorthosite. The estimates of these geologists and scientists 
given to me were to the effect that this deposit contained not less than 
a billion and a half tons of alumina. 

It was about this time that it became clear that to win the war it 
would be necessary for us, for the United States to have a large pro- 
duction of alumina in order to make our Air Force the dominant air 
force in the war. So Senator Maybank and I both made a personal 
“all on the then head of the War Production Board, Mr. Charles E. 
Wilson, formerly President of the General Electric Co. We explained 
co him our feeling, Maybank with respect to the clays in South Caro- 
lina and I with respect to the anorthosite, that the defense of the 
United States should not be allowed to continue to depend upon 
bauxite resources, because most of the bauxite was external to the 
boundaries of this country and dependent upon sea transportation to 
be brought to our fabricating plants. 

We had several conferences with him and finally convinced him that 
the suggestion was a reasonable and proper one and that contact 
should be made by the Defense Plant Corp., a subsidiary of the RFC 
for the erection of these two plants. 

As I say, the Defense Plant Corporation was a subsidiary of the 
RFC. It made the contract with the Monolith Cement Co. to build a 
plant in Laramie with respect to that contract. I had no part at all in 
making it. 

I was interested only that the Government of the United States 
should have a plant which would develop this domestic source, this 
tremendous domestic source of alumina clay, aluminate clay, in order 
that we would not under any circumstances fail of a source of supply 
for the making of alumina. 

Before the Laramie plant was completed, but after the plant in 
South Carolina was completed, the war ended, the war against Japan. 
Japan surrendered and the chairman of the House Appropriations 
Committee, Mr. Clarence Cannon, of Missouri, who still holds that 
post, brought into the House Appropriations Committee a proposal 
not only to cancel $63 billion of appropriations which had been 
made for the prevention of the war but also a proposal to cancel and 
liquidate the defense plant corporation. 

The temper of Congress at that time was of course to stop any war 
spending that was not necessary. 

The Senate agreed in the repeal, the cancellation of these huge 
appropriations, and the Senate had no objection to the liquidation of 
the Defense Plant Corporation, because we saw no sense in continuing 
to build new defense plant corporations at that time. 

But I was not satisfied that this Laramie plant should not be com 
pleted, neither was the Monolith Cement Co. 

Monolith Cement Co. took the matter to court. It sued for RFC 
Mr. McBride who sits in the room today, Mr. Burnett, if he were here. 
Mr. Russell—I had no conference with him. 

But I think the others will testify that I gave them my opinion that 
because Congress had liquidated the Defense Plant Corporation with 
which Monolith had its contract, that Monolith had no case, against 


the RFC. 
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Congress had stepped in. The RFC was a Government agency 
created by law. The Defense Plant Corporation was a corporation 
which Congress allowed the RFC to create, a rather unusual procedure 
for a Government corporation. 

In any event the suit did not terminate as successfully as Monolith 
had hoped that it would terminate. But I was still convinced that this 
alumina test should be made, that the country should know what the 
resources of Wyoming could do by way of the production of alumina. 

And so I can, being a member of the Appropriations Committee at 
that time, I appeared before that committee, Mr. Chairman, I have 
the text of my testimony here and in deference to my colleague, I am 
not going to read it all—this is part 2 of the Interior Department 
appropriations hearings for 1952 during the 82d Congress, Ist session. 
on H. R. 3790. 

The testimony begins on page 2214. I wrote this and I wrote this 
arefully because I wanted to have the whole story before the com- 
mittee. 

Mr. Brooks. Would you insert it all and read that part you want 
to read ? 

Senator O’Manonry. I want to be sure that I am not going to lose 
this copy of the hearings. 

I would be very glad to have it in the story. 

I laid down six reasons why in my opinion the Congress should 
appropriate money to build, to complete the construction of this plant 
and to provide for its operation by the Bureau of Mines. 

The lawsuit was still going on. Nothing that Monolith could do, be- 
cause it was seeking to compel the RFC to move. 

I wanted action and I wanted that plant built in order to test those 
resources for the United States of America. 

And these were the points: 

1. The United States must expand its Air Force. Construction 
of an air fleet capable of long-range flight in such numbers and speed 
as to exceed the airpower of any other nation is essential in the na- 
tional defense. 

2. It is impossible to build such an Air Force without using large 
quantities of aluminum. 

3. The alumina from which aluminum is made is presently derived 
from bauxite. 

4. Domestic sources of bauxite are limited and if by any mischance 
of fortune and foreign sources of supply were cut off, we would be 
without a source of aluminum sufficient to build the expanded air fleet 
so necessary to the protection of the United States. 

5. For practical purposes the only domestic deposits of bauxite in 
substantial quantities are to be found in the State of Arkansas. These 
Arkansas reserves as of December 31, 1948, were estimated to total 
66,600,000 tons of bauxite, of which only about 36 million tons are of 
metallurgical grade. 

6. The completion of the Laramie alumina plant is essential in the 
national interest because it is located practically within sight of a 
huge deposit of anorthosite rock 30 miles in length and 10 to 18 miles 
wide and several thousand feet in thickness which contain not less 
than one billion and a half of alumina at a minimum. Moreover, 
when finished this plant will be capable of testing most of the domes- 
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tic clays including the marginal bauxite deposits in Arkansas which 
are now not capable of reduction in any existing plant. 

Of course that argument was amplified and I was questioned, but 
the result was that the adoption of the amendment that I offered, both 
these amendments, one for $350,000 to complete the plant and the 
other for $750,000 for the operation of the plant were supported by 
estimates from the Bureau of the Budget. 

So that item became law and the Bureau of Mines took over and the 
plant was completed. 

The Bureau of Mines undertook that operation. It was operated. 
It was operating when I left the Congress. 

Later on, however, it became clear as set forth in the testimony of 
GSA that the administration had adopted a policy for further reduc- 
tions of operations of this kind. 

I had been instrumental by the way in securing the passage of the act 
which Congressman Jennings Randolph of West Vi irginia was the 
House sponsor and I the Senate sponsor which authorized the Bureau 
of Mines to erect and operate plants to make synthetic fuel out of coal 
and oil shale. 

The Government closed down the plant operating on coal—the pres- 
ent administration I mean. It also closed down the plant operating 
on shale at Rifle, Colo., although there are huge deposits in the three 
States, which are in Wyoming, Utah, and Colorado, which would make 
this country independent of all foreign sources of supply. 

The Colorado Senators this year are seeking the reestablishment and 
the reopening of that shale plant at Rifle. 

What will happen, I don’t know. 

But that has a bearing, because as the statement of GSA recites on 
page 3: 

By letter of January 7, 1954, Interior advised the Office of Defense Mobilization 
that the Laramie plant was not commercial or an industrial plant but an experi- 
mental one, that the economic competitiveness of the process had not been proved, 
that the plant lacked flexibility for conversion to other aluminum production 
technically should they prove more economic and recommend against stringent 
restrictions being placed on the use of the plant lest they prove detrimental 
to its most efficient utilization. 

In the meantime the Jate Senator Hunt introduced a resolution in 
the Senate which provided that the Department of Interior having in 
the meantime declared this to be surplus Government property which 
should be sold and there apparently being no opportunity that the 
plant would be reopened to be operated by the Bureau of Mines—he 
introduced this resolution providing that in selling the plant GSA 
‘should again I am quoting from the GSA statement: 

Should require the purchaser, (1) to represent that he was acquiring the plant 
for a reasonable test run on a commercial basis of the production of alumina 


therein and not for resale, and (2) to agree to leave the plant in place for a 
period of five years from the date of sale by the Government. 





then skipping to page 4, I find in about the middle of this page the 
following paragraph of the GSA statement: 


By letter of March 18, 1954, ODM advised GSA of the foregoing action but 
suggested that GSA endeavor for a period of 45 days to find a lessee who would 
operate the plant for a period of one year provided one can be found who would 
undertake the project at no cost to the Government and who would give Bureau 
of Mines personnel access to all test data and results. 
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ODM advised further that lacking success in arranging operation on 
such a basis, “the plant should be released for final disposal without 
reference to consideration of national security and subject only to such 
terms and conditions as appeared to you, GSA appropriate.” 

I can’t refrain from saying to this committee that in my belief that 
ruling of the GSA was improvident. I think that it was improvident 
is proved by the fact that the Office of Defense Mobilization sought to 
induce the GSA for a year at least to have the plant continue as an 
operation in the experiment of the development of alumina. 

So all of these attempts to continue this operation as a Government 
plant in order to prove whether or not that anorthrosite was capable 
of producing the alumina which was needed then or might be needed 
and which current events indicate even now may still be needed, back 
here in 1951 I pointed out the fact that the Soviet Russia was already 
building a fleet of submarines greater than the Germans ever had. 

I think the members of this committee know now that the Soviet 
fleet is greater than it ever was, the building has continued; the whole 
country wonders what is going to happen in the China area. 

Is there to be a war in the Formosa Straits or is there not ? 

Are we to defend Quemoy and Matsu or are we not? 

Are we to attack Communist Red bases on the Chinese mainland ? 
Nobody knows. 

But if that war should come, we would undoubtedly be required to 
use the alumina clay of continental United States, to build the air- 
planes that we would need in defense of this country and of free 
nations throughout the world. 

That is my statement, sir, on the preliminary part of this matter. 

Of course, it is obvious that unless the Government now should 
adopt the policy to experiment with this clay or other alumina clays, 
and should decide to revoke the order making this a surplus plant for 
disposal, there is nothing to be done except to sell the property under 
the law under which GSA operates. 

I may say that as a member of the Military Affairs Committee of the 
Senate at the time that the war ended, I had charge, as I recall, of the 
surplus property disposal bill on the floor of the Senate. And into that 
bill I wrote the provision which required the disposal agency to consult 
the Department of Justice with respect to the disposal of any plant to 
determine whether or not the disposal would be monopolistic in 
character or it would not have an effect in restraining trade. 

That was why the GSA in the consideration of this matter referred 
the case to the Department of Justice. I understand that Justice 
Barnes, head of the Antitrust Division of the Department of Justice, 
has testified to you already with respect to the steps that he has taken. 

Of course his report is in the record saying that nothing in the 
contract of the Ideal violates the antitrust law. 

It is for this committee to judge that testimony, not for me. 

But I feel that we can’t forget the gravity of this situation involving 
national defense. 

At the opening day of this session, Mr. Chairman, you called atten- 
tion to the fact that Congressman Van Zandt has introduced a bill, 
H. R. 853, to provide for research and development into practical 
means for the production of alumina, abrasive refractories and cements 
from domestic clays in the interests of national defense and for other 
purposes. 
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This bill authorizes the Secretary of the Interior (a) by means of 
research, grants and contracts with Pennsylvania State University to 
conduct research and technical development work on Pennsylvania 
high alumina clays and clays of comparable grade found elsewhere 
within the United States. 

I can’t refrain from suggesting that the plant now existing already 
built in Laramie, which is in Wyoming, is fully competent to make 
those tests if so operated. 

But your question is with respect to the contract of sale which has 
been made by the Ideal Co. As I say, I had no part in any aoe the con- 
ferences which led to that contract until in November or December 
the representatives of GSA came to my office to advise me. 

There were some suggestions that I made to them. Since they told 
me the plant would have to be sold. 

I said there should be a provision in that contract which would re- 
quire the utilization of material from the State of Wyoming in the 
vicinity of the plant for the making of the aggregate. They m: ade note 
of it. I said it ought to be written into any contract that you make 
that the plant will not be used for the manufacture of cement in com- 
petition with Monolith in that area. 

The latter provision I understand was written into the contract. I 
also spoke about the desirability of making certain that this plant 
be not cannibalized of its alumina-making facilities as was the plant 
in South Carolina. 

Those were removed before the sale. 

So Iam given to understand afterward by GSA that it was impos- 
sible to put in that provision about the use of Wyoming materials be- 

vause Ideal had not found a suitable substance in Wyoming which 
could be used as economically as the substance they had already at 
hand in Colorado and as Mr. Dobbins testified to here this afternoon. 

And therefore that provision was not inserted in the contract. 

But there was inserted in the contract the provision that the alumina- 
making facilities would be retained and that the plant itself would be 
returnable to the Government in case of emergency should it be desired 
for the further experimentation in testing it and the anorthrosite clays 
and other clays. 

I have heard only by what has come from this committee, from the 
reports here about the bidding which has gone on. I know from the 
rare mechanisms of commerce what they feel about it. I know what 
the Wyoming resources board feels about it. It is true as Mr. Moody 
suggested in ‘this paper that all of the official spokesmen of Wyoming 
who had part in the various conferences in Wyoming and in Denver 
with the GSA believed that this plant should be put ‘back to work as 

rapidly as possible and they believe that the Ideal bid is the best bid 
that in the circumstances could be obtained. 

Mr. Chairman, that is my statement. 

Mr. Brooks. Thank you very much, Senator. 

We are pleased to have had you. 

Now, gentlemen, did you want to ask him a question ? 

Mr. Youncrr. Y es, I would like to ask him two. 

Mr. Brooks. Senator, would you object to any questions? 

Senator O’Manonry. Not at all. Iknow that Members of the House 
ask the best questions up here sometimes. 








150 GOVERNMENT-OWNED DEFENSE PLANT NEAR LARAMIE, WYO. 


Mr. Youncer. Do you understand, Senator, that this experiment 
has progressed to a point where we have testimony that the production 
of alumina is possible under this process ¢ 

Senator O’Manoney. That is my understanding; yes, sir. 

Mr. Youncer. If the process is proven, do you believe that the 
production of alumina through this process should continue even at 
quite an expense to the Government ¢ 

Senator O’Manoney. While it is true that we know now from the 
work of the Bureau of Mines that alumina can be made from this clay, 
the tests show they had not gone far enough to demonstrate that such 
alumina could be produced at a competitive price and that, of course, 
is one of the vital features of the program that I started to point out. 

To test whether or not it would meet competitive needs as well as 
war needs. That would be the reason why in my judgment the experi- 
mentation should continue. For how long that would be the judgment 
of scientists and engineers, 

Mr. Youncer. In your opinion it should continue on that. basis / 

Senator O’Manoney. That is right. 

Mr. Brooxs. Mr. Krueger, do you have any questions 

Mr. Krurcer. No questions. 

Mr. Brooks. Senator, we are pleased to have had you. 

Senator O’Maunonry. I am delighted to have been here. 

Mr. Brooks. Thank you. 

Senator O’Manoney. If you need the full text of my speech I will 
give it to you, 

Mr. Brooks. Thank you, sir. 

Senator Barrett is also here with us. He was here yesterday. We 
are glad to see him back again. We would be pleased to have your 
statement on this matter. 


STATEMENT OF HON. FRANK E. BARRETT, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator Barrerr. Thank you very much. I will be very brief. The 
subject of this alumina plant at Laramie has been a source of con- 
troversy for a long period of years. When I was in the House starting 
some 13 years ago, the matter came up at different intervals and one 
problem or another arose, 

While I was Governor of the State, the plant had been closed down 
for quite some time and the people in our State, particularly the people 
of Laramie were very much concerned with the matter and they 
wanted the plant kept in operation; after I was elected to the Senate, 
Senator Hunt and myself carried on a series of conferences in which 
Senator Millikin of Colorado participated and we very much con- 
cerned with the situation primarily because of two things. 

In the first place, the Monolith had submitted a bid which the GSA 
thought was inordinately low, $600,000, 

In the second place, the Ideal were making some tentative proposals 
to buy the machinery in the plant and to move it out of the State. As 
a matter of fact our State had suffered such an occurrence.with the 
sponge iron plant at Laramie and the machinery was dismantled and 
carried out of the State and our people were very much concerned with 


the possibility that the same thing might happen with this alumina, 


plant at Laramie. 
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The only bidder that offered to maintain the plant intact and keep 
it in operation was the Monolith Co. and quite naturally the Wyoming 
dealing was very much in the corner for the Monolith people. 

As a consequence the meeting was held in my office prior to the 
action on the Interior appropriation bill for the fiscal year 1954 and 
we determined at that time after talking to the Monolith people and 
I think the GSA also and the Bureau of Mines and when I say we, | 
mean Senator Hunt, Senator Millikin, and myself, that we would 
attempt to have some language inserted in the report on the Interior 
appropriation bill in the Senate that would make it possible for the 
GSA to dispose of this plant when the Bureau of Mines were through 
with their operation, so that the employees could be carried continu- 
ously; and, secondly, so that if possible the experiments with this 
alumina production could be carried a little further. 

We were fortunate in getting that language in the appropriation 
bill and the Bureau of Mines stated at the time that they would have 
completed all of the studies that they ever intended to make as far as 
the production of alumina from anorthrosite rock by the end of that 
calendar year which was 1953. 

They wanted $650,000 more so the total appropriation for research 
vas $2 million. The Defense Plants Corporation had spent something 
like $414 million on the plant itself so the Government investment at 
that time was something over $6 billion. 

After the Bureau of Mines made its report to the Congress and to the 
GSA that the plant was surplus, we then proceeded to endeavor to do 
everything we possibly could to get the property sold to Monolith, 
because the bid then made by Ideal was out and out cannibalization 
and the removal of the machinery out of State. 

Naturally we were very much opposed to that. 

T want to say here for the record. Mr. Chairman, that the officials of 
the GSA cooperated in every respect with the Wyoming dealings and 
with the Governor and the National Resources Board and the people 
of Laramie in their efforts to get this property set over to the Monolith 
people for their use. 

The GSA asked for bids on alternative terms so that they could 
make one offer on a conditional basis, that they would operate the 
plant for a certain length of time and also that they could make an 
outright bid without any conditions. 

IT won't go into all these bids. You know that the first bid of Mono- 
lith was for $600,000 and they did offer to operate the plant for a very 
limited period of time to carry on an experiment. 

Afterwards the Ideal made a bid of $1,050,000 and the delegation 
was very anxious to see the Monolith raise their offer and to get the 
bid accepted and as a consequence when we had a meeting in my office 
on September 8 of 1954 after two bids had been submitted and were 
being considered by the GSA. At that time the GSA gave the delega 
tion certain information with reference to the bauxite situation in 
this country some of which is restricted but all of which indicated 
there was no great problem involved in any event notwithstanding 
the fact that at that time we would as a Nation find it necessary to 
have recourse to this anorthosite and furthermore that the Bureau of 
Mines had stated that they were through with their experiments and 
had done everything they needed to do and they said very definitely 
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Mr. Youncer. Do you understand, Senator, that this experiment 
has progressed to a point where we have testimony that the production 
of alumina is possible under this process ¢ 

Senator O’Manonery. That is my understanding; yes, sir. 

Mr. Youncer. If the process is proven, do you believe that the 
production of alumina through this process should continue even at 
quite an expense to the Government d 

Senator O’Manoney. While it is true that we know now from the 
work of the Bureau of Mines that alumina can be made from this clay, 
the tests show they had not gone far enough to demonstrate that such 
alumina could be produced at a competitive price and that, of course, 
is one of the vital features of the program that I started to point out. 

To test whether or not it weald meet competitive needs as well as 
war needs. That would be the reason why in my judgment the experi- 
mentation should continue. For how long that would be the judgment 
of scientists and engineers. 

Mr. Youncer. In your opinion it should continue on that basis? 

Senator O’Manoney. That is right. 

Mr. Brooks. Mr. Krueger, do you have any questions ? 

Mr. Krurcer. No questions. 

Mr. Brooks. Senator, we are pleased to have had you. 

Senator O’Manonry. I am delighted to have been here. 

Mr. Brooks. Thank you. 

Senator O’Manonry. If you need the full text of my speech I will 
give it to you. 

Mr. Brooxs. Thank you, sir. 

Senator Barrett is also here with us. He was here yesterday. We 
are glad to see him back again. We would be pleased to have your 
statement on this matter. 


STATEMENT OF HON. FRANK E. BARRETT, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


Senator Barrerr. Thank you very much. I will be very brief. The 
subject of this alumina plant at Laramie has been a source of con- 
troversy for a long sented of years. When I was in the House starting 
some 13 years ago, the matter came up at different intervals and one 
problem or : another arose. 

While I was Governor of the State, the plant had been closed down 
for quite some time and the people in our State, particularly the people 
of Laramie were very much concerned with the matter and they 
wanted the plant kept in operation; after I was elected to the Senate, 
Senator Hunt and myself carried on a series of conferences in which 
Senator Millikin of Colorado participated and we very much con- 
cerned with the situation primarily because of two things. 

In the first place, the Monolith had submitted a bid which the GSA 
thought was inordinately low, $600,000, 

In the second place, the Ide: al were making some tentative proposals 
to buy the machinery in the plant and to move it out of the State. As 
a matter of fact our State had suffered such an occurrence.with the 
sponge iron plant at Laramie and the machinery was dismantled and 
carried out of the State and our people were very much concerned with 


the possibility.that the same thing might happen with this alumina. 


plant at Laramie. 
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The only bidder that offered to maintain the plant intact and keep 
it in operation was the Monolith Co. and quite naturally the Wyoming 
dealing was very much in the corner for the Monolith ‘people. 

As a consequence the meeting was held in my office prior to the 
action on the Interior appropriation bill for the ‘fiscal year 1954 and 
we determined at that time after talking to the Monolith people and 
I think the GSA also and the Bureau of Mines and when I say we, | 
mean Senator Hunt, Senator Millikin, and myself, that we would 
attempt to have some langus age inserted in the report on the Interior 
appropriation bill in the Senate that would make it possible for the 
GSA to dispose of this plant when the Bureau of Mines were through 
with their operation, so that the employees could be carried continu- 
ously; and, secondly, so that if possible the experiments with this 
alumina production could be carried a little further. 

We were fortunate in getting that language in the appropriation 
bill and the Bureau of Mines stated at the time that they would have 
completed all of the studies that they ever intended to make as far as 
the production of alumina from anorthrosite rock by the end of that 
calendar year which was 1953. 

They wanted $650,000 more so the total appropriation for research 
was $2 million. The Defense Plants Corporation had spent something 
like $414 million on the plant itself so the Government investment at 
that time was something over $6 billion. 

After the Bureau of Mines made its report to the Congress and to the 
GSA that the plant was surplus, we then proceeded to endeavor to do 
everything we possibly could to get the property sold to Monolith, 
because the bid then made by Ideal was out and out cannibalization 
and the removal of the machinery out of State. 

Naturally we were very much opposed to that. 

I want to say here for the record, Mr. Chairman, that the officials of 
the GSA cooperated in every respect with the Wyoming dealings and 
with the Governor and the National Resources Board and the people 
of Laramie in their efforts to get this property set over to the Monolith 
people for their use. 

The GSA asked for bids on alternative terms so that they could 
make one offer on a conditional basis, that they would operate the 
plant for a certain length of time and also that they could make an 
outright bid without any conditions. 

IT won't go into all these bids. You know that the first bid of Mono- 
lith was for $600,000 and they did offer to operate the plant for a very 
limited period of time to carry on an experiment. 

Afterwards the Ideal made a bid of $1,050,000 and the delegation 
was very anxious to see the Monolith raise their offer and to get the 
bid ac cepted and as a consequence when we had a meeting in my office 
on September 8 of 1954 after two bids had been submitted and were 
being considered by the GSA. At that time the GSA gave the delega- 
tion certain information with reference to the bauxite situation in 
this country some of which is restricted but all of which indicated 
there was no great problem involved in any event notwithstanding 
the fact that at that time we would as a Nation find it nee essary to 
have recourse to this anorthosite and furthermore that the Bureau of 
Mines had stated that they were through with their experiments and 
had done everything they needed to do and they said very definitely 
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that this plant would produce about 18,000 tons of alumina, as I re- 
call, a year whereas the smallest producing commercial plant in this 
country was 100,000 tons. : 

So this was an experimental plant and not a commercially produc- 
ing plant by any manner or means. 

When we had the meeting in my office Mr. Burnett and Mr. Mc- 
Bride represented the Monolith and Senator Crippa and myself were 
there. 

Mr. French represented the National Resources Board and the 
GSA people were there. I can say to you without qualification, Mr. 
Chairman, that the GSA people made every effort to come to an agree- 
ment and an accord with Mr. Burnett. 

He did raise his offer to a million, $1,110,000 which was $60,000 
more than the bid that Ideal had submitted at that time. 

The GSA had explored the situation quite thoroughly and they 
were of the opinion that this plant was worth considerably more 
money as a cement plant than for any other use and consequently they 
felt that if the Government were to dispose of the plant to Monolith 
certainly there ought to be some conditions in writing that in addition 
to this bid of $1,110,000 that they would carry on at least for a period 
of 1 year the operation as far as alumina were concerned. 

Mr. Burnett absolutely refused to have any such condition placed 
in the agreement and event at that time both Senator Hunt and myself 
were very anxious that some agreement be reached and we were urg- 
ing him very strenuously to make a bid of a $1,050,000 with a further 
contingency that he would at least spend $60,000 in carrying on some 
experiments as far as alumina were concerned. 

He refused to do that. 

He was rather adamant. He made the statement not once but a half 
dozen times that he had offered $1,110,000. That was his final offer. 

That if the GSA could get 10 cents more for that property, to go 
right ahead and to sell it and not to come back to him, not to go to 
the bother of coming back to him. 

Consequently the matter was left in a rather unsatisfactory basis at 
that time. I and Senator Crippa both have very strenuously urged the 
GSA to still find some means whereby notwithstanding his refusal to 
put this condition, this understanding, agreement in writing, that 
his word that he so intended to operate the plant would be taken and 
the bid accepted. 

Now, my reason in trying to pursuade the GSA to do that was 
because I wanted the plant kept intact in Wyoming and wanted the 
men kept on the payroll in the transition from the Bureau of Mines 
operation over to private industry operation and I did not want the 
plant taken out of the State. 

We finally came to an understanding that the GSA people would 
report back to General Mansure who was not at the meeting and they 
would discuss with the Bureau of Mines a proposal which Mr. Burnett 
made verbally which he refused to put in writing and endeavor to 
determine if that verbal agreement would meet with the approval of 
the Bureau of Mines people downtown. 

That was the end of the negotiations on September 8 in my office. 

I was out at Cody,Wyoming—I looked up the dates because I want 
to tell you exactly when these matters transpired—Sunday, Septem- 
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ber 19, and on Monday morning, September 20, I received a wire from 
my assistant, Mr. Munsey, telling me that the Ideal Cement people had 
made a new offer of $1.2 million, that they were proposing to operate 
the plant as a lightweight aggregate plant and keep it intact for a 
period of 10 years. 

Now, I did not know anything about the lightweight aggregate 
business at that time so I was a little concerned about the proposal for 
two reasons. 

In the first place I wondered what this would do to the Monolith 
bid and secondly, I did not know whether the lightweight aggregate 
proposal would be acceptable at all to the people i in my State. After 
all the United States Senator has two obligations, one is to the people 
in his own State and secondly to the United States. 

I conceive it my duty and I am sure all the Members of the Congress 
feel the same way; in the first place we are fully justified in trying to 
keep an industry intact in our own State if in the transaction we can 
see that the Government gets the most it can out of the investment they 
have in the property. 

On that same day I received a telephone call from Mr. Blanks who 
was one of the officials of the lightweight aggregate division of Ideal 
and I arranged to meet him in Casper, Tuesd: uv morning, the 21st. 

When I met him he showed me precisely what he intended to do 
with this plant if he got it. 

In the course of the conversation that I had with him at that time 
Senator O’Mahoney brought up this matter of using Wyoming shales 
and he promised then that they would make a thorough investigation 
to find out if they could use the shales in Wyoming rather than bring 
up the shales that they had in Colorado and I think vou were a little 
bit mistaken because they did find—and I think they have so testified 
here—that the shales they have discovered in Wyoming are superior 
to those in Colorado. 

Senator O’Manoney. I had not heard of that. 

Senator Barrerr. So after talking to Mr. Blanks, I told him that 
the Natural Resource Board had been looking out after the interests 
of the local people in our State on the matter, and I thought that I 
should get in touch with Mr. J. Elmer Brock, president of the board. 

I called him. He came down from Buff: alo, a hundred miles or so 
from Casper, and we all met in Casper that evening. 

Mr. Brock was very much impressed with the proposal. I then 
called Mr. Stanley Russell and told him just what the proposal was 
that the Ideal Cement people had submitted to the General Services 
Administration. Whether he knew about it at the time, I don’t know, 
but in any event I told him that I had discussed the matter with Mr. 
Blanks and with Mr. Brock, and that the Natural Resource Board 
was going to call a meeting on the 24th, on Friday. Thas was then on 
the 2ist, Tuesday, the 21st. 

I told him that I though he should come up to the meeting, and I 
thought he ought to get in touch with Mr. Coy Burnett, and tell im 
what had transpired, ‘and if Mr. Burnett wanted to come to the n neet- 
ing that would be certainly the proper thing for him to do. 

I then talked to Mr. Brock and expl: ained to him what had tran- 
spired, and he arranged for this meeting on the 24th that I spoke of. 


62618—55——_11 
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I received a wire the next day from Mr. Coy Burnett, and I think 
the substance of it has been put in the record by the statement that 
was called to my attention a few moments ago, but I would like to 
read it, Mr. Chairman. It is a rather short one. It is addressed to 
me at Lusk, Wyo., my hometown: 

Regret am convinced that the State of Wyoming and GSA prefer suppressing 
independent effort in Wyoming and prefer the cement trust of Ideal and un- 
doubtedly its associate, the aluminum trust, to take over and end the oxide 
venture in Wyoming. Could do nothing more than make this statement if I 
attended Friday’s meeting. I sincerely regret that this narrow view of the 
interests of Wyoming seem to be taken by so many, including the present 
administration, but apparently the career boys in the aluminum industry still 
are able to throttle any effort which could break their monopoly by making local 
raw materials available for use in the aluminum industry. 

Signed, Coy Burnett, president, Monolith Portland Midwest Co. 

We had a meeting in Cheyenne on September 24. Mr. Stanley 
Russell, who is here in the room, was present at that time representing 
the Monolith people. Also present at the meeting were members of 
the Wyoming Natural Resource Board, and I may say to you that that 
is a board consisting of nine of the top peapie of our State, all very 
successful businessmen, all experienced in business affairs. In addition, 
there was the Laramie Chamber of Commerce which was represented 
by 4 or 5 of its business people, including the publisher of the news- 
paper over there, the president of the Electric Light Co. there, and the 
mayor, and 2 or 3 other business people. 

The Governor of our State and the attorney general were there. 
The whole Wyoming congressional delegation was there. The situa- 
tion was explained in detail by Mr. Moody, representing the General 
Services Administration. 

Mr. Otto Klein, the regional director from Denver, was there. 1 
think there was someone else from GSA there. 

Mr. Exxiorr. Mr. Moody and Mr, Klein, and perhaps one of Mr. 
Klein’s assistants from Denver. 

Senator Barrerr. The whole field was covered at that time, and 
the situation as it affected the State of Wyoming and the United States 
was discussed very fully. 

I might say that I consider that I was in somewhat of an embar- 
rassing position at that time because up until a few days before I had 
been bending every effort to arrange for a transfer of this property 
from the GSA to the Monolith, and only because of the fact that Mr. 
Burnett was wholly unwilling to make any commitments in writing 
was it impossible to conclude the deal on September 8, or very shortly 
afterward. 

As a result, the situation then resolved itself down to where we had 
an entirely different picture presented because here was a company 
that had submitted a bid of $90,000 more than the Monolith bid, and 
in addition to that they were willing to agree that they would keep 
the plant intact and in operation in Laramie for a period of 10 years, 
and they would not engage in the production of cement, which seemed 
to be a fair arrangement as far as Monolith was concerned. 

After going over the entire proposal, I think that it is only fair to 
state that Mr. Russell made some objection to the fact that the GSA 
had negotiated with Ideal after the meeting in Washington on Septem- 
ber 8, and I think he referred to it as a “Dutch auction,” if I recollect 
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In any event, he was very unhappy about it, but he didn’t make 
any offer at that time different than the one that was made by Mr. 
Burnett here in Washington on the 8th. As I take Mr. Burnett’s wire, 
that was his position at that time. 

We find ourselves in the position that if the people of Wyoming 
have any rights or any interests in this plan out there, that here was 
a situation where everybody was in complete accord and agreement— 
the Governor of the State, the attorney general, the members of the 
Natural Resource Board, the entire congressional delegation, the people 
of Laramie, represented by their chamber of commerce. 

I may say to you, Mr. Chairman, that that was about 8 months ago. 
They have had adequate time to reflect since then. All of these people 
have reaffirmed their position very recently. So it cannot, by any 
manner of means, be called a snap judgment, in any event, 

I think that the people of Wyoming are entitled to some considera- 
tion from their Government in the disposition of this plant, particu- 
larly so in view of the fact that the proposal oman by the GSA 
represents the highest dollars that the Government could get out of 
the plant. 

Secondly, that is the only bona fide offer that has really been made 
to the Government. There has been no other offer made here with a 
certified check, as required under the bids, other than the Ideal bid. 

Thirdly, in view of the fact that the Ideal Cement Co. has shown 
its good faith by spending nearly a quarter of a million dollars to carry 
on their experiments with the lightweight aggregate, and they are 
ready, willing and able to carry on the operation on a production basis 
immediately and employ a large number of people, many of whom 
are out of work, in the city of Laramie at the present time because of 
the shutdown that has existed on account of the delay that has been 
occasioned in getting this plant closed, not entirely because of this 
committee, but because of other delays that are inherent in the dis- 
position of these defense plant corporations. 

So, Mr. Chairman, [ want to thank you for the opportunity of 
presenting my views here today. 

I want to say that I think that the possibility of finding it necessary 
to use this property to carry on further experiments for the produc- 
tion of alumina from anorthosite rock are considerably remote, rely- 
ing now entirely upon the advice of the top scientists in the Bureau 
of Mines. 

But if that is true, this bid is conditioned upon the fact that any 
time within the next 10 years, the Ideal Cement Co. has agreed to turn 
the property back to the United States for that purpose on conditions 
where the United States will pay for the actual use of the property 
and no more. 

So that contingency has been protected against. 

Consequently, I feel, Mr. Chairman, that certainly you gentlemen 
representing districts or States, as the case may be, should agree with 
the people of our State, all of the officials of our State. the people of 
the community most directly affected by this plant and by the Wyom- 
ing delegation in Congress, that having met the requirements as to the 
highest bid, certainly the State of Woming should be given at least the 
consideration of keeping a plant intact and in operation that will 
give employment to our people and bring a new industry to our State. 

Thank you very much. 
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Mr. Brooks. We appreciate your coming over, and I want you to 
know that we in the southern part of Texas were a little closer to those 
German submarines, and we lost a lot of oil ships off the coast of our 
district. 

I would like to ask you two questions that might help clarify some 
points in my mind. 

Senator Barrett. I would be delighted to answer any questions. 

Mr. Brooks. One of them was that on September 8 when they had 
this conference in your office, was it your undersanding then that the 
GSA was not protesting the absence of a deposit with the bid sub- 
mitted by Monolith ? 

Senator Barrett. I don’t think that any such mention was made of 
that fact at that time. 

Mr. Brooks. There was no complaint about that at that time, when 
you were supporting their bid? 

Senator Barrerr. I think not. However, the notice given for the 
bids contained the provision that a check would be required. 

Mr. Brooks. We understand that. 

Was it your understanding that-at the end of that meeting there 
was a general consensus among those present that Monolith’s bid 
would be accepted, pending a written approval by the Bureau of 
Mines of their verbal obligation to continue a reasonable research into 
the alumina production ? 

Senator Barrerr. Mr. Chairman, what you are asking me is, what 
was in the minds of the people there? There was nothing said about 
that outright, but I can say this much to you, if you care to have it for 
what it is worth: 

The General Services people were very unhappy at the attitude 
expressed by Mr. Coy Burnett at that session, that day. I think it 
took the larger part of one afternoon I can tell you also that Senator 
Crippa and myself were very unhappy that we could not prevail upon 
Mr. Burnett to agree to any condition which we thought would be 
only fair and right and proper, but he persisted that he would not 
under any circumstances have anything in the contract relating to the 
operation of the plant for alumina purposes. 

I was very anxious, and Senator Crippa was also, that we conclude 
a deal. We wanted that plant sold to somebody who would keep it in 
operation at Laramie. I was bearing down as hard as I knew how on 
GSA to try to find some way out whereby we could, and notwithstand- 
ing the position taken by Mr. Burnett, conclude a deal with Monolith. 

At the end of the discussion that day, I did say to the men from 
GSA that I was sure that they could satisfy themselves as to the inten- 
tions of Mr. Burnett to do as he said he would do, and that I hoped 
that after they had discussed this matter with the Bureau of Mines 
people, they would be willing to rely on that verbal assurance and to 
conclude a deal with the Monolith based on the bid of $1,100,000. 

Mr. Brooks. Did GSA indicate that although they were unhappy 
they would follow out that policy ? 

Senator Barrerr. No, they did not. They didn’t say. 

If you are asking me now if they made a commitment to sell under 
those conditions, they didn’t go that far. 

Mr. Brooks. The reason I ask is that Mr. Moody said that was what 
the understanding was. I thought it would be interesting to compare. 

Senator Barretr. You didn’t let me finish my answer. 
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They did not say that they would accept that offer. They did say 
that they would confer with the Bureau of Mines people along the 
lines indicated. They didn’t make any out-and-out promise at that 
time. 

Mr. Brooks. One further question, sir, while you are here. 

In the event it is determined that this should be put up for bid again 
and we should receive more money than $1,200,000 for this piece of 
property, and at the same time assure us some continued development 
of that vast and tremendous anorthosite supply in our State, would 
you then object to that ? 

Senator Barrerr. Mr. Chairman, I might say to you that Mr. 
Thomas H. Miller is one of the topmen in the Bureau of Mines. I 
think his title, if I am correct, is Assistant Director of the Bureau of 
Mines. He has been with them for some 20 years. He comes from 
Laramie, Wyo. He was born in Laramie. He isa Wyoming man. I 
have relied on his judgment in these matters. He has been very closely 
connected with the problem for quite some time. 

Sure, I would like to see a plant at Laramie that would take the 
anorthosite rock and crush it and extract alumina from it. Of course, 
everybody would. As Senator O’Mahoney said, there is a tremendous 
deposit of that rock in the vicinity of Laramie. However, it is not 
going to be done with this experimental plant. If you are going to 
do that, so everybody tells me, you will need to have a plant that will 
produce at least 100,000 tons of alumina a year, and preferably two 
or three times that much. So this is just an experimental plant. 

I want to make this pretty clear to you, because, after all, we do have 
a certain obligation to the people of Wyoming and to the people of 
Laramie, in addition to our obligation to the people of the United 
States of America. 

The rights of the people of this country have been protected here 
when the Ideal makes the highest bid, and they show their good faith 
by putting down $120,000 in cash to guarantee the performance of 
their agreement. 

The people of Laramie now have a chance to get two industries over 
there, not one. They already have the cement plant. This new indus- 
try is a lightweight aggregate that Ideal is going to put in, which will 
employ a hundred people. 

As far as I am concerned, I am not going to take the responsibility 
of jeopardizing that new industry for the people of Wyoming, and 
particularly for the people of Laramie. That is my position. 

Mr. Brooks. Thank you very much, sir. 

Mr. Younger, did you or Mr. Krueger have any questions that the 
Senator might help us with? 

Mr. Youncer. I just have one question. 

Do you believe that the plant should be continued as an experimental 
alumina production plant, operated by the Government ? 

Senator Barrerr. I regret that I must say that my answer must be, 
no, to that question, Mr. Younger, for this simple reason: That the 
Bureau of Mines, for which I have the highest respect, has declared 
not once, but several times, that they had concluded all of the experi- 
ments that they wanted to make there at that plant, for that purpose. 

There is a possibility that some day somebody will come along and 
install a larger plant that will make it economically feasible to pro- 
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duce alumina out of this anorthosite ore, but this plant won’t serve 
that purpose. 1 

It is true, to be perfectly frank about it, that in connection with 
cement operation, it may be that you could carry on practically a ce- 
ment plant operation there and, as a sideline, extract some of the 
alumina from the anorthosite rock that would be used in the manu- 
facture of cement. 

If you will look at the assurances that Mr. Burnett made there, he 
was willing to carry these experiments on for six months and to make 
one complete run for that purpose. That was the verbal assurance he 
was going to give. So I am constrained to take the position that Mr. 
Miller—I told you that because I am relying on the fact that he has 
the interests of Wyoming at heart, and all of us would like to see a 
big alumina industry in our State. We are hoping that that will come 
about some time. 

In the meantime, until the time comes when it is economically feasi- 
ble to produce alumina from the anorthosite rock in competition with 
bauxite and other clays, I suppose we will have to wait. That will 
come about some day. 

Mr. Youncer. Thank you. 

Mr. Krvureer. In connection with the Ideal bid which covers the 
operation of the plant, for a period of 10 years should the Bureau of 
Mines change its mind and conclude that they need additional ex- 
perimentation, they can take the plant over and have further experi- 
mentation ? 

Senator Barrerr. You are correct. That is one of the conditions in 
the bid of the Ideal Cement Co. 

Mr. Brooks. Thank you for your courtesy in coming here. We are 
proud to have you, as a former Member of the House, particularly. 

Senator Barrerr. Thank you very much. I am delighted to have 
been here. 

Mr. Brooks. Mr. Thompson, you relinquished your opportunity, 
and I told you vou might not have another one. We will sit here to 
hear your statement; I know you have just joined the Congress, and I 
know how interested you are in this. 

Will you come forward ? 

We will conclude this hearing by hearing from Congressman 
Thompson of Wyoming. 

Sir, we would like at this time to give you an opportunity to testify 
before the subcommittee, and we appreciate your presence. 


STATEMENT OF HON. E. KEITH THOMPSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WYOMING 


Mr. Trompson. I want to thank the committee for permitting me 
to sit with you and, to a large extent, become enlightened myself. 

T have submitted to the chairman for the record, which I will not 
read, a letter from the district representative of the United Mine 
Workers, district 50, region 52. 

As the Department of Justice has indicated, this is a “hot potato.” 
You have different groups of different opinions out there. I wouldn’t 
want to infer that all the United Mine Workers are in favor of this, 
or would I think it is:fair to infer that they are all opposed to it. 
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There is a division of opinion. Some are involved in coal operation 
| up in Hanna that this might affect. 

; (The letter of the United Mine Workers, District 50, referred to, 
, follows :) 


RRS RR OE eI 


UNITED MINE WORKERS OF AMERICA, 
Washington, D. C., April 7, 1955. 
Hon. BYyRon WILSON, 
Chairman, Wyoming, Natural Resource Board, 
State Capitol, Cheyenne, Wyo. 

Dear Str: We of District 50, United Mine Workers of America, Region 52, ask 
you to exercise your influence on the immediate confirmation of the purchase of 
the Laramie Alumina property located at Laramie, Wyo., to the Ideal Cement 
Co. of Denver, Colo. It has become necessary to close down this plant from 
their trial operations until the Special Government Activities Subcommittee, 
Committee on Government Operations, House of Representatives in Washing- 
ton, D. C., confirms the purchase of this property by the Ideal Cement Co., and 
throwing approximately 55 men out of employment. 

We trust you will do everything in your power for the confirmation of the 
purchase of this property by the Ideal Cement Co. of Denver, Colo. 

Thanking you in advance, I am 

Respectfully yours, 
LUTHER COLE, 
Regional Director, Region 52, District 50, 
United Mine Workers of America. 


Mr. Tuomrson. I would like to read very rapidly a statement fur- 
nished by the Laramie Chamber of Commerce. I had nothing to do 
with this thing until I came to Congress. My first connection with 
it was this meeting of September 24. This statement did more to 
clear up the situation than anything else that was furnished to me. 

It first came to my attention in a copy of a letter from Mr. Duncan 
B. Williams, manager of the Monolith Portland Midwest Co. : 


This statement sets forth the part played by the Laramie Chamber of Com- 
merce in the negotiations relative to the sale of the Laramie Alumina Plant and 
also states the position taken by the Laramie Chamber of Commerce and the 
Laramie Industries Committee with regard to this sale. 

Several years ago the Bureau of Mines was requesting an appropriation from 
the Congress to conduct a trial run at the plant to determine whether or not 
alumina could actually be produced by Wyoming ores. At that time Mr. Stan- 
ley Russell, vice president, Monolith Portland Midwest Co., appeared before the 
board of directors and requested the board to pass a resolution that the plant 
should be turned over to his company for this trial run instead of the Bureau 
of Mines. The resolution was passed as requested and the directors also added 
their opinion that the plant should be sold to Monolith. However, Congress 
decided that the trial run should be made by the Bureau of Mines. 

r We next entered into these negotiations when we learned that the plant 
had been declared surplus property and that the General Services Administra- 
tion was going to ask for bids. We requested Mr. Otto Klein, Regional Man- 
ager Manager for GSA, to meet with a group at Laramie composed of repre- 


. 

4 sentatives of the City of Laramine, Laramie Chamber of Commerce and the 
University of Wyoming, for a conference. 

At that time we felt that production of alumina would best serve the interest 

5 of the community and that Monolith was the most logical manufacturer for 


this purpose. Consequently we advised Mr. Klein that we would like three specific 
requests included in the invitations to bid: 1. That the plant should not be 
cannibalized or moved from Laramie. 2. That in view of the enormous de- 
posits of anorthosite clay adjacent to Laramie, we felt that our best interests 
would be served if it were required that the plant be operated for the pro- 
duction of alumina. 3. That the plant not necessarily be sold to the highest 
bidder, but that the sale be negotiated on the basis of the greatest good to 
Laramie. 

Mr. Klein replied that he was in sympathy with our viewpoint from the local 
standpoint, but that it was the duty of GSA to salvage as much of the original 
cost as possible, and if the bids were restricted to the operation of the plant 
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for the production of alumina, that it would practically eliminate all bidders 
but Monolith. We replied that we still believed that our long range interests 
would best be served by the experimental production of alumina. The result of 
this conference was that Mr. Klein did agree that the plant should not be moved 
or cannibalized, and that the invitations to bid should require the bidder to 
specify the use to which the plant would be put. 

We next entered the picture when we were invited to attend a meeting called 
by the Wyoming Natural Resource Board at Cheyenne, September, 1954. Pres- 
ent were representatives of the Wyoming Natural Resource Board, Laramie 
Chamber of Commerce, GSA, and in addition, Senators Barrett and Crippa and 
Representative Harrison, Governor Rogers, Mr. Russell, representing Monolith, 
and Mr. Dobbins and Mr. Banks representing Ideal Cement Co. 

We were advised that the purpose of the meeting was to consider the final 
disposition of the alumina plant. The GSA said that the Ideal Cement Co. had 
submitted the only legal bid as they had tendered their check for 10 percent of 
the purchase price and had agreed to maintain a continuous operation for 10 
years, which met the requirements in the invitation to bid. They further stated 
that in the event of an emergency the plant would be turned over to the Gov- 
ernment for any experiment they wished to make in the production of alumina. 

The GSA stated that Monolith had not submitted their check for 10 percent 
of the purchase price with their bid and did not agree in writing to the con- 
tinuous operation of the plant. GSA representatives stated that they had con- 
tacted the Department of Defense and had been assured by them that the 
alumina plant at Laramie was of no consequence in the national defense effort. 
The Department of Defense therefore released all claim on the alumina plant. 

At this point Senator Barrett stated that he had been and still was in favor 
of the Monolith, but that at a meeting held in Washington at which Senators 
Barrett and Crippa, Mr. Coy Burnett, president of Monolith and other Monolith 
representatives were present, the plant had been offered to Monolith at approxi- 
mately $1,100,000 on condition that the verbal commitments relative to the 
operation of the plant, be reduced to writing and made a part of the sales con- 
tract. He stated that Mr. Burnett had refused to do so and had said that he 
had made his last offer. 

This statement was confirmed by Senator Crippa. This was also confirmed 
by a telegram from Mr. Burnett. Mr. Russell was asked for his comments and 
while he severely criticized the procedure, he confirmed Senator Barrett’s state- 
ment that this was their last offer. 

It was brought out during qustioning that both Monolith and Ideal had 
changed their bids several times during the negotiations. 

At this point Senator Barrett asked Mr. Russell if he would like a delay of 48 
hours in which time they might amend their bid. Mr. Russell reaffirmed the fact 
that Mr. Burnett’s decision was final and he could see no advantage in such a 
delay. 

After this testimony it was the unanimous opinion of all those present that 
Monolith had had every chance to acquire the plant and had refused to avail 
themselves of the opportunity. We made the only decision that we could have 
logically made, that was to go along with the sale to Ideal. Please remember 
this decision was a joint decision made by our congressional delegation, our 
Governor, the Wyoming Natural Resources Board and the Laramie Chamber of 
Commerce. 

At the request of Monolith representatives, a meeting was held on Monday, 
March 28th in order to give Monolith representatives an opportunity to present 
any further evidence which they might have. 

After listening to the several Monolith representatives it was concluded that 
in view of past occurrences and the chronology of events recited above, there was 
no reason to attempt to change the decision arrived at by the aforementioned 
group at the Cheyenne meeting in September 1954. This is still the opinion of 
the Laramie Chamber of Commerce and the Laramie Industries Committee. 

ixpecting that the sale would be completed at any time after the September 
meeting, the Great Western Aggregates, Inc., a subsidiary of Ideal Cement Co., 
has been proceeding with production work at the plant, using Wyoming raw 
ores and has turned out a quantity of the finished product. 

However, they are not able to sell any of the finished product due to the delay 
in the completion of the sale, since they could not guarantee the purchaser a 
continuous supply. When it became known that the completion of the sale would 
be further delayed by the congressional hearing set for April 14th, it was neces- 
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sary to shut down production operations at the plant and this has thrown about 
75 men out of work. 

Furthermore, only a portion of the plant would be required for the production 
of light-weight concrete aggregates and the Ideal Cement Co. had plans for 
devoting some of the remaining plant to the processing of uranium ores which 
would have employed a number of additional people. Consequently the Laramie 
community is suffering a large payroll loss due to the delay in the completion of 
this sale. 

In order to put these people back to work at the earliest possible moment and 
in order to expand employment still further with the enlarged plans of Ideal 
Cement Co., we respectfully request the members of Congress to give immediate 
favorable approval to the sale of the Laramie alumina plant to the Ideal 
Cement Co. 

As I said, this statement, I think, sets out very well the feeling of 
that community as expressed by their chamber of commerce. 

In connection with this, in a short time, I would like to point out 
some observations of my own. 

In the first pl: ice, with regard to my interest or lack of interest, I 
have no stock in either Monolith or Ideal here. I did not know either 
of these people until coming to Congress. After coming to Congress, 
Mr. McBride, which I was very pleased to have him do, spent a con- 
siderable amount of time around the office there and was the first one 
to familiarize me with this situation. I never met nor heard from 
anybody from the Ideal Cement Co. until the night before last, about 
4:30, when they stepped into my office, and I was introduced to them, 
and that has been my only association with them other than I heard 
Mr. Beecher mentioned as being with them. My only association with 
him is that he turned down a loan I asked him for at one time. 

I feel nothing but good will toward both of these companies, and 
particularly toward Monolith, because they have been operating in 
our State as the cement industry there for a long time. 

With regard to the politics of this thing, as was suggested to me 
outside of the committee at one time, that there might have been a 

»0litical implication in the sale of this plant just before the election 
in September, at that time I was engaged in a campaign. The first I 
had ever heard of this was while we were out on the road. Then I was 
advised that the sale had been made to the Ideal Cement Co. 

I did have an impression of a political implication. I said that was 
the darnedest thing I could think of. Monolith had all the people 
who were voting for us here. I asked, “What happens to us? 

Perhaps my reaction was not borne out in that I and the justice of 
the peace, who was running unopposed, were the only ones who 
carried Albany County. 

My so was rather substantiated, I am sure. 

I made a remark with regard to our National Democratic Com- 
mittee vac Tracy McCracken, which I regretted because I have the 
highest regard for him. He has worked, and I have worked with him 
in ‘trying to develop the best interests of this country, as we saw them, 
and the best interests of our State. 

In connection with this, the late Senator Hunt who, unfortunately 

vannot be here, put in untold effort trying to assure this plant being 
continued in business. 

As Senator O’Mahoney and Senator Barrett and Senator Crippa 
and Congressman Harrison, my predecessor, and others have testified, 
many efforts were expended in that direction. 
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When the point is reached in politics where I can’t do that for the 
best interests of the State and the Government, then I think I will 
have outlived my usefulness. 

The point here is to get the most money, commensurate with other 
factors, for this plant. Those other factors, I think, are substantial. 
I think the Government, in the interests of the State of Wyoming, 
can very well be interested in keeping this as a going concern. 

There was furnished to me by the Monolith Cement Co. a financial 
statement of Ideal Cement Co. I would like to point out that in the 
year 1953, the last year it covered, their net income that went to the 
stockholders was $7,725,000. The taxes that they paid to the Federal 
Government amounted to $7,471,000. So the Federal Government has 
better than a 50 percent interest as a partner in keeping that business 
going. They made almost a million, $960,137, in property taxes, social 
security, and so forth. 

I think rather than the Federal Government and the State of Wyo- 
ming having a divergence of interests, they have a community of inter- 
est in keeping this going. GSA can be commended for trying to do 
that, either in my district or in anybody else’s district. 

Then we in Wyoming, too, are very much interested in that, but, as 
has been pointed out here, I think that I can say that I have talked 
with everybody at one time or another who was involved in this sale 
in Wyoming, and that all of them up until September 24, when they 
felt the deal should be closed, wanted this to go to Monolith because 
they saw that objective being accomplished and because of their affili- 
ation as a Wyoming company. 

There have also been a couple of other things that I think I should 
dispel at this time, and that is with regard to other uses of this equip- 
ment. 

I have a particular knowledge of that by reason of my lifetime of 
living in Wyoming. Take the beet-sugar industry, for example. 
There is nothing to that because I happen to know that in Wyoming 
about 50 to 60 miles north of there, in Wheatland, Wyo., there is a 
complete beet-sugar plant that is shut down and could be disposed of 
at a reasonable price. 

With regard to this uranium process, I have had a little to do with 
that, both before I came to Congress and since. Right now we are 
undertaking to get an atomic energy or uranium mill in the Black 
Hills area where I was born and raised. 

The town of Edgemont, S. Dak., had a buying station, and there is 
stockpiled about 40,000 tons of ore there. The town of Newcastle, in 
Wyoming, in which I was born, is about 40 miles away. It has much 
better facilities in every way to operate that mill. 

That would be true if we could get it, but the fact is that you can’t 
transport that uranium from Edgemont, that stockpile of ore, over to 
Newcastle at 9 cents a mile and justify building a mill at Newcastle. 
So they have to find ore close to them. 

A lot of clients have searched for uranium, and I have tried to be 
helpful, but it is a very speculative venture. 

I could go to titanium. I have been familiar with the Iron Moun- 
tain deposit. I have worked on it at various times. That stuff is not 
important, anyway. We are interested in selling this plant at the best 
possible price, and with regard to that I have looked this over rather 
carefully. 
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I had intended to go down through it step by step, but I would not 
be contributing new matter. I would be merely doing what you people 
will do, evaluate this, and come up with an impression. 

As I have done this in all fairness, I must state that I think the 
Government is particularly fortunate that the Ideal Cement Co. be- 
came interested in this to push a bid from $545,600 to a million, two. 

When you read through all this and analyze this, you will find out 
that Monolith started out with the proposition that that was all it 
was worth, and they would like to have it sold to them without any 
competitive bids. Then it came down through, and when they finally 
got a competitive bid situation, they were only offering $600,000 for it. 

In addition to that, there were certain attempts made to crowd the 
people out of the field by patent suits and on down through to the time 
when they tried, through a thick brief furnished me, to keep the 
Attorney General from approving this on the basis of an antitrust 
violation. 

I participated in a lot of this type of sale, as I am sure those of you 
who are lawyers, have. In the practice with respect to probate matters, 
in which we enjoyed a rather substantial practice before coming down 
here, they are a difficult thing, at best. Weallrealizethat. A fiduciary 
relationship exists there. 

I don’t know in my own mind how you get the most money out of 
a piece of property under those circumstances. I have tried every- 
thing from auction bids under the hammer and sealed bids, and so 
forth, and the courts are equally confused, and certainly here, the 

way this develops, is that it had gotten into a “Dutch auction,” as Mr. 
Russell - it, I would agree, and at that “Dutch auction,” having 
known about it for 3 days up to September 24, Monolith did not care 
to put in another bid, but adopted the attitude that no matter what 
happened to them, they were not going to get it anyway, because the 
State of Wyoming—and I don’t like that inference—had sold out 
to the cement trust or somebody else. 

I can’t find anything in the record to substantiate that. The only 
thing I find in the record is that somebody came along and offered 
some more money. If they had wanted to offer some more money, they 
had an opportunity to do it, and had 3 days to think it over, and I 
believe Tdeal’s bid, having been notified on September 14 that they 
were out in the cold, they got their bid in on September 15. 

So it seems to me at that point we had a closed sale. 

Let’s use the experience of hundreds of years of our courts in deal- 
ing with this type of matter as compared to a few years that Congress 
has had. We say that if we want to upset a sale, a probate sale, as I 
remember in almost all of our jurisdictions, you have to come in 
and prove bad faith or fraud, or you have to show that it will bring 
in at least 10 percent more, plus the expenses of a new sale. 

As a new Congressman, I wonder what the expenses would be after 
having heard of these negotiations here, and I know that this time is 
expensive. But what does Monolith Co. offer? They come in again 
and say: “We will give you some more money.” They don’t say how 
much more money. The thing that is interesting to me—and they 
attach some conditions about that—is this: 

I asked that very question at a very early stage when Monolith’s 
representative called on me. I was openminded; IT said, “How much 
more will you pay?” I never got an answer to that question, or 
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whether they would pay anything substantially more. I got pictures 
about producing alumina down in Arkansas, but I have here a copy of 
a letter that I am not sure went into evidence, signed by Mr. McBride, 
dated January 27, stating that Monolith’s letter advises you in writing 
to the General Counsel of GSA that it is interested in raising its July 
27, 1954, offer for this property in an amount to equal the offer of Ideal. 

Some place you have to have a closed deal. 

I have several other things that I could cover here, but I think this 
is important, to me at least. There has been a lot of talk here about 
how much Monolith has spent in developing this process. That is true. 

But the Government spent a lot of money in experimenting and 
proving that it will work as a technical matter. That redounds to the 
benefit of Monolith. That was the first objective. 

The second objective about which there seems to be some doubt as 
to whether or not it has been concluded, is whether or not this can be 
done on an industrially economic basis. 

Also furnished by Monolith to me was an exhibit of their annual 
report for 1953. This sheds some light on this matter [reading]: 

Meanwhile the company has continued its search and has built a test plant at 
Laramie and is producing small quantities of various aluminum compounds, 
such as aluminum oxide, aluminum hydrate, and sodium aluminate. Offers 
have been received from users of those products that would take all of the pro- 
duction of the pilot plant, amounting to a sufficient income to make the venture 
self-sustaining. The tonnage of the test plant could, and probably will be in- 
creased considerably within a few months’ time. A very satisfactory grade of 
Portland cement has been made from the residue of the test plant, proving the 
feasibility of that phase of the operation. The indications are favorable to the 
commencement of a commercial operation of the oxide division in 1954. 

So it appears to me in 1953 they were satisfied with this, which was 
the year before this bid was closed. 

The statement of their engineer, if I understood it, is that they are 
producing that, and it is commercially acceptable, but it still didn’t 
make that plant worth enough more to them to come in on September 
24 and say: 

“We will give you a million three; or $1,250,000 or some other 
amount.” 

My interest in this is solely this: I think we have a closed scale, and 
I think before any court of law that I have ever had occasion to prac- 
tice in this country, it would be found to be that. But what happens 
if it is not? 

Then we can go back into a play where the reason for that rule of 
law is that we don’t know what the Government will come up with for 
this, whether it is going to get a dollar more and spend another $25,000 
getting that dollar more. 

But we do know this. Those 75 families in Laramie that have been 
employed in this plant and will continue to be employed, and their 
livelihood is jeopardized, and they may become a charge upon the 
Government to support them, and certainly the income that would 
accrue to them is lost, the taxes from them are lost. 

So I think it is proof of that thing that we better take a bird in the 
hand and forget the two in the bush. 

The other things are accomplished in regard to what we can do in 
approving this process. I wish Monolith well in going ahead with it. 
I think they have the setup, if I understand the testimony correctly, 
to do it. 
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But in the best interests of the Government and the State of Wyo- 
ming, and otherwise, and in justice and fairness, a sale has been made 
here, and there hasn’t been anything shown to me that would cause 
me to come in and ask that it be upset, and that we start over. 

This started about 2 years ago, and we don’t want to wait that long 
if it can be avoided. 

Thank you. :' 

I would appreciate anything the committee could do to expedite 
action. ITappreciate your courtesies. 

Mr. Brooks. Thank you. 

Mr. Younger or Mr, Krueger, do you have any question 

Mr. Youncer. I haven't any. 

Mr. Brooxs. We appreciate your coming in and your staying with 
us. You can be sure of this subcommitee’s interest in getting it set- 
tled expeditiously, as expeditiously as possible. 

Mr. Tuompson. Thank you. 

Mr. Brooks. Gentlemen, we can adjourn subject to the call of the 
Chair, and I will contact the Director of the Bureau of Reclama- 
tion 

Mr. Tuompson. Could I make one statement with regard to that, 
Congressman Brooks ¢ 

Mr. Brooks. Certainly. 

Mr. Tuomrson. There seems to be a lot of assumption that some- 
body was getting jabbed here. This might shed some light on that. 

We have had a power shortage in that area for some time. The 
REA’s have been claiming this preference, and particularly the inter- 
pretation that gives them the right to all power generated thereby. 

hey had contemplated building a steam generating plant at the town 
of Pine Bluffs, about 70 miles east of here. 

I happen to know that all private users, because of the decision by 
the Bureau to sell their power to the REA’s have been notified that 
their requirements are being cut down, their deliveries are being cut 
down of power, and furthermore, after about 1957 they will have to 
furnish their own, in spite of their contracts, or substantial propor- 
tions of their own that have heretofore been furnished by REA. 

I think that isa more reasonable explanation. 

Mr. Youncer. I think that is true. 

Mr. Brooks. Do you have a question, Mr. Elliott ? 

Mr. Exttrorr. Yes, Mr. Chairman. 

This committee is noted for its fairness in giving folks their day 
in court. Charges were made by Mr. McBride ir his testimony this 
morning which, if true, would mean that Mr. Mansure, Mr. Moody. 
and myself, and others, are unfit to hold public office. 

Mr. McBride was testifying under oath. 

Mr. Mansure asked me to ask you at the convenience of the com- 
mittee, for us to testify under oath also on those points. Then the 
committee can decide what it wishes. 

We would also like at the conclusion of that testimony to have Mr. 
McBride’s and our testimony certified to the Department of Justice for 
consideration of whatever action it deems appropriate. 

Mr. Brooks. We would be happy to have the testimony of both 
yourself and Mr. Mansure. At the first of the week, or as soon as 
feasible, we will notify you of the time we can get together and hear 
that testimony. 
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As to the certification to the Department of Justice, I am not fa- 
miliar with the procedure involved in that. I will check on that, and 
certainly it will be a public record, since it is under oath, and these 
committee records are a part of that, and would be available to the 
Department of Justice or anybody else entitled to see them. 

Mr. Extiorr. Thank you very much. 

Mr. Dosstns. May I havea word on the record ¢ 

Mr. Brooks. Yes, sir. 

Mr. Dossins. Mr. Enright accused the Ideal Cement Co, of inter- 
fering with his power contract. He was under oath when he made the 
statement. I hope you will investigate that. If you find one grain 
of truth in that, I hope you will certify that to the Department of 
Justice also. 

Mr. Youncer. The charge as to your being a trust will be certified to 
the Attorney General, and also the charge against the Reclamation 
Department, which will be investigated. 

Mr. Dossrns. Thank you very much. We appreciate it. 

Mr. Younger. I, for one, as a member of this committee, am not 
willing to sit here and have blanket charges made against citizens and 
corporations of this country without any substantiation, and I expect 
to follow them through. 

Mr. Dossrns. I feel very strongly about that, when a man makes an 
accusation under oath. 

Mr. Younaer. I do, too. 

Mr. Brooks. The meeting is adjourned, to reconvene at the call of 
the chairman. 

(Whereupon, at 6:20 p. m., the subcommittee adiourned, subject to 
the call of the Chair.) 
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NEGOTIATED SALE OF A GOVERNMENT-OWNED DEFENSE 
PLANT NEAR LARAMIE, WYO. 


TUESDAY, APBIL 19, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON SPECIAL GOVERNMENT ACTIVITIES 
OF THE COMMIITTEE ON GOVERNMENT OPERATIONS, 
Weshingion, D.C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 1/01, 
New ]foise Office Building, Hon. Jack Brooks (chairman of the 
subcon mittee), presiding. 

Present: Representatives Brooks (presiding), Hardy, Reuss, Moss, 
Krueger, Younger, and Riehlman. 

Mr. Brooks. Gentlemen, the subcommittee will come to order. 

Mr. Walter, will you raise your right hand, please, and be sworn ¢ 
Do you swear that the testimony you are about to give the subcom- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Wa ter. I do. 


TESTIMONY OF RUDOLPH J. WALTER, JR., REGIONAL DIRECTOR, 
BUREAU OF RECLAMATION 


Mr. Brooks, Will you give your name and your position in the 
Reclamation Bureau to the subcommittee, please, sir? 

Mr. Water. My name is Rudolph J. Walter, Jr. I am regional 
director of Region 7, Bureau of Reclamation, headquarters, Denver, 
Colo. 

Mr. Brooks. Mr. Walter, you and your associate, Mr. Baker, from 
the Bureau of Reclamation, have been called because, as we told you 
yesterday, some question arose in the subcommittee as to the reason 
for an alleged cutback on the available power that would be assigned 
to the Monolith Corp. 

They alleged it has been cut from 5,000 to 2,000 kilowatts—some- 
thing of that nature. 

You have read the testimony. Mr. Younger was particularly 
anxious that the subcommittee be given the facts on w hy the Reclama- 
tion Bureau had done this and for a sts itement of your policy. With 
that in mind, would you proceed ? 

Mr. Youncer. Mr. Chairman, wouldn’t it be well to insert in here 
for the record and out of our record the direct statement that was 
made? You have the file there; let’s read the correct statement that 
was made. 

Mr. Brooks. It is in this statement already. Do you want to reinsert 
it at this time ? 
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Mr. Younger. Yes; reinsert it at this particular time. 
Mr. Brooxs. We will start here with Mr. Younger’s question. It 
yas during the interrogation by Mr. Younger of a Mr. Enright, who 

is general counsel for Monolith. Page 328. Mr. Younger’s question 
was: 

Then on the Bureau of Reclamation that you mentioned just at the last. It is 
your inference that the change in allocation of power to Monolith and the reduc- 
tion of the allocation is occasioned by the interference of Ideal? 

Mr. Youncer. Pardon me just a minute. Why not put in there his 
statement he made to us under oath ¢ 

Mr. Brooks. All right, sir. 

Mr. Youncer. And then you can put my question in afterward. 

Mr. Brooks. Well, then, we will just insert the original statement ; 
we will see if I can pick it up here. 

That’s on page 326 of volume 2 of the testimony. The pertinent 
part is—and this is testimony by Mr. Enright, the same gentlemen- 
in which he said : 

I would like to add to my statement also that it has recently come to our 
attention that Monolith Midwest Co. had a power contract for 6,000 kilowatts; 
that is, power electrical energy. Since Ideal has injected itself into this bid, 
we are now told by the Bureau of Reclamation and we have had very satisfac- 
tory relations with the Bureau over a period since the inception of these corpo- 
rations starting back in 1920, both in marketing cement and in the other rela- 
tions, that we are now informed that we will be allocated 2,500 kilowatts. 

Normal cement expansion in the—— 

Mr. Youncer. That is sufficient to there. 

Mr. Brooks. Let me read this one more statement : 

Normal cement expansion in the cement plant that is out there now requires 
approximately 3,000 kilowatts. Our best information is that Ideal is to receive 
this power. We feel that that is an evidence of improper interference in oper- 
ations. 

That was the end of his testimony. I asked him a couple of ques- 
tions, Mr. Younger asked questions, too, and then up to your question, 
“Then on the Bureau of Reclamation * * *” that I read. We will 
go over and pick up Mr. Enright’s answer as to whei!.er or not he 
thought the change was occasioned by the interference of Ideal. His 
reply was, “It is, sir.” 

Mr. Younger then asked him: 

(Juestion : 

So that from that we are to judge then that the Bureau of Reclamation is 
dominated by Ideal? 

The reply: 

No, sir. 

Question by Mr. Younger: 

Then what would bring that about? 

Answer: 


I don’t think the matter is finally settled yet, but we do know that we cannot 
close the contract nor can we get a firm commitment from the Bureau of Reclama- 
tion at this time. 

We have absolute confidence that we will be properly and fairly treated. I 
merely state that as evidence which you might consider on this trust aspect of 
the Ideal Cement Co. 
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Mr. Younger’s next question : 


I gathered the impression from the way you brought it in, that the Ideal 
Cement Co. must have some influence with the Bureau of Reclamation. 


Mr. Enright’s answer : 


Mr. Congressman, I can only say that my knowledge has been greatly expanded 
these last few days from the correspondence which is a part of the GSA files. 

I will want to evaluate those further, too. And I do think this power incident 
is what normally occurs when say a cement company operates in Montana, Utah, 
Nebraska, and Colorado and has one plant competing with them isolated in 
Wyoming. 

I am not oblivious to proper political influence, but I am quite sure that they 
are most aggressive and they must have been quite aggressive to interfere with 
this power matter. We will find out in due time, I think. 


Then Mr. Younger’s final question on the matter : 


Mr. Chairman, may I ask that the head of the Bureau of Reclamation be 
called before the committee? 


The regional director is here. Would you proceed, sir ? 

Mr. Watrer. Mr. Chairman, the Commissioner sends his regrets 
that he couldn’t be here this morning, and I was called on to appear. 

I have a prepared statement here in answer to the statement in the 
preceding testimony : 


CONTRACT RELATIONS FOR POWER SUPPLY AT ALUMINA PLANT, LARAMIE, WYO. 


On September 22, 1944, the United States entered into its contract, No. 
I2r—15132, with Monolith Portland Midwest Co. for electric service to the com- 
pany’s installations near Laramie, Wyo. The assertions in that contract declared 
that the Monolith Co. desired to obtain electric service for the operation of its 
cement plant near Laramie and for the construction and operation of an alumina 
plant which it proposed to construct adjacent to its cement plant and operate 
for Defense Plant Corporation. The contract provided that the United States 
would supply electric service at a maximum rate of delivery of 2,500 kilowatts 
prior to the date the said alumina plant was placed in operation, and 6,000 kilo- 
watts thereafter provided Defense Plant Corporation received its power from 
the company under the contract above stated. This contract expired on 
July 31, 1954. 

On April 4, 1946, the Bureau of Reclamation entered into a contract with the 
Reconstruction Finance Corporation for the furnishing of electric service for the 
operation of the alumina plant for experimental purposes, the contract rate of 
delivery for power being 3,500 kilowatts. This contract was in lieu of supplying 
power for the operation of the alumina plant under the contract with Monolith 
Portland Midwest Co. The Bureau’s contract for furnishing service to the 
alumina plant, operated by the Bureau of Mines, was terminated on November 19, 
1954, at the request of the Bureau of Mines. 

During the past year, both prior to and since the expiration of the Monolith 
eontract on July 31, 1954, the Bureau of Reclamation has been negotiating with 
the Monolith Co. for the renewal and extension of service at its cement plant. 
This contract is now in final form, although not yet executed, and calls for a 
contract rate of delivery of 2,500 kilowatts of power to the Monolith Co. for its 
cement plant operations. 

The United States has no contract for sale of power to Ideal Cement Co. or 
Great Western Aggregates, as operators of the alumina plant. We are informed 
that service to the alumina plant is being supplied by Western Public Service Co. 
of Laramie, a utility which operates in the area. The United States has con- 
tractual relations with Western Public Service Co. for supplying power, and a 
portion of its power thereunder is being supplied at the former delivery point 
for power to the alumina plant. 


That isthe formal statement, Mr. Chairman. 
Mr. Brooks. Thank you very much. 
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Mr. Younger, have you any questions, sir / 

Mr. Youncer. Insofar as you know, the question of the contract for 
power with Monolith Co. has had nothing to do with the Ideal Cement 
Co. entering into the picture over there ? 

Mr. Watrter. No, sir. 

Mr. Youncer. The Ideal Cement Co. hasn’t dealt with you? 

Mr. Wa ter. No, sir. 

Mr. Youncer. They haven’t been around to see you, as far as you 
know, any member of the Reclamation Department, regarding the 
Monolith contract ? 

Mr. Watrer. That is correct. 

Mr. Youncer. That’s all I have. 

Mr. Brooks. Do you have any questions, Mr. Moss, Mr. Reuss ? 

Mr. Moss. I have a couple of questions. 

How much power was Monolith getting? Apparently, you had a 
contract for supplying them with 2,500 kilowatts for their cement 
operation, and in the event they operated the alumina plant, an addi- 
tional 3,500. 

When the alumina plant was taken over by the Bureau of Mines, 
did you deliver under the Monolith contract or did you deliver under 
a separate contract with the Bureau ? 

Mr. Water. The answer to the first question is “Yes”. 

We have been delivering over contractural amounts of power to 
the Monolith Co. 

Mr. Moss. How much over ? 

Mr. Watter. I don’t have that figure. 

Mr. Moss. Substantially over the contract ? 

Mr. Wa ter. I believe they have been getting a thousand kilowatts 
over the contract, something like that. 

Mr. Moss. They have been getting about 3,500, then ? 

Mr. Water. That’s not an accurate figure. 

Mr. Moss. In your last paragraph you state you have no contrac- 
tual relations with Ideal or Great Western Aggregates. They are 
serviced by Western Public Service Co. of Laramie. 

Mr. Watter. That is correct. 

Mr. Moss. You goontosay: 

The United States has contractual relations with Western Public Service Co. 
for supplying power, and a portion of its power thereunder is being supplied 
at the former delivery point for power to the alumina plant. 

Is that Western Public Service or United States power that you 
are referring to there? In other words, is it a wheeling agreement? 

Mr. Water. No. We have contracted with the Western Public 
Service Co. 

Mr. Moss. And in that contract has any consideration been given to 
the loan ? 

Mr. Watter. No, sir; I believe only a thousand kilowatts—excuse 
me. Mr. Baker, is that correct ? 

Mr. Baker. One thousand kilowatts. 

Mr. Moss. With Great Western or with Western Public Service ! 

Mr. Water. With Western Public Service. 

Mr. Moss. Has there been a request from Monolith in excess of 
2,500, which apparently is proposed in the new contract ? 
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Mr. Watrer. The negotiations are underway now, and I do believe 
they have asked for more; but that is the basis that we must hold to, 
in the original contract. 

Mr. Moss. This is a renewal of a contract? It is a new contract? 

Mr. Water. Yes. 

Mr. Moss. You have been delivering them 3,500. You now propose 
to cut them back to 2,500 ? 

Mr. Watter. That is correct. 

Mr. Moss. Why ? 

Mr. Watrer. The policy that was set forth by the Secretary on 
March of 1954 stated that the base rates of power to nonpreference 
customers would not be effective as of then, and at the present rate 
of growth that the power capabilities of the Bureau would be equal 
in December of 1956. At that time, the customers, all customers on 
the system, would have to go outside for any further power supply. 

Mr. Moss. Is there an outside supply available ? 

Mr. Watrer. There is some, I believe, through the Mountain States 
Public Service Co. 

Mr. Moss. You have two public service companies operating in that 
area, duplicate operations ? 

Mr. Watrer. No, sir. I think Western is the only supplier of 
utilities in that area. 

Isthat right? Inthe Laramie area ? 

Mr. Harpy. I’m trying to understand what the situation is with 
respect to power. I want to see if I can get the picture correctly. 

Initially, there was a contract between the Bureau of Reclamation 
and Monolith for the supply of 2,500 kilowatts for operating the 
cement plant, is that correct ? 

Mr. Watrter. Yes. 

Mr. Harpy. And asupplemental provision providing for supplying 
6,000 kilowatts if and when the alumina plant began operating, is 
that right ? 

Mr. Watrter. Correct. 

Mr. Harpy. And Monolith would operate the whole business, orig- 
inally ? 

Mr. Watrter. Correct. 

Mr. Harpy. And actually, Monolith didn’t actually use any of this 
additional 3,500 kilowatts, is that correct ? 

Mr. Watter. I don’t believe they used any of the 3,500 in the alumina 
plant. 

Mr. Harpy. They haven’t yet operated the alumina plant at all, 
have they ? 

Mr. Watrer. I am not too sure whether they ever did operate the 
alumina plant. At least, in April 1946 we had to recontract with the 
Reconstruction Finance Corporation to supply all power. 

Mr. Harpy. In that case you supplied that power to the Bureau of 
Mines ? 

Mr. Watrer. That is correct. 

Mr. Harpy. So there was no supply of power for the operation of 
the alumina plant to anybody other than a Government agency? Is 
that: correct ? 

Mr. Water. There might have been an interim period. 

However, I don’t recall if Monolith ever did take power for the 
alumina plant. 
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Mr. Harpy. Well, has that plant ever been operated for anything 
other than the production of alumina ? 

Mr. Watrer. Not uptodate. Iam not too familiar—— 

Mr. Harpy. I am trying to get the power requirements; that’s the 
thing I am trying to pursue, that I am trying to understand, starting 
from the beginning of the power requirements, the actual power used 
and the anticipated power promised. 

As I have put ihe thing together, it looks as though Monolith in- 
tended to operate the plant for the purpose of producing alumina. 

In the beginning, they contracted for their supply of power for this 
purpose. They never used the power for that purpose, apparently ; 
and there was a substitute contract then between the Bureau of Recla- 
mation and the Bureau of Mines, as I understand it, for the supply of 
power for the experimental production of alumina in that plant. 

Mr. Water. That’s right. 

Mr. Harpy. Now, subsequent to that time, at the termination of the 
contract for supplying power to the Bureau of Mines in November 
1954, it might be illuminating if we could understand what took place 
in connection with the power supply to that plant subsequent to that 
time. 

As I understand it, the Bureau of Mines has been negotiating, as 
I understand your statement, with the Monolith Co. for the furnishing 
of power; but, again, you have only that amount of power which is 
required to operate the cement plant, and apparently there is no indi- 
sation of any negotiations for the furnishing of power to operate the 
plant for alumina. 

You see, the point I am trying to develop is whether or not Monolith 
actually anticipated securing power anywhere for the operation of 
their plant to produce alumina. 

Mr. Watrer. That’s right. 

Mr. Harpy. What’s right? Did they or didn’t they? 

Mr. Water. They anticipated it. They asked for 3,500 kilowatts. 
They asked for 3,500 kilowatts of power, contracted for 2,500. 

Mr. Harpy. When? 

Mr. Waurer. That was in 1944. 

Mr. Harpy. That was in 1944 that contract was terminated ? 

Mr. Wauter. That is correct. 

Mr. Harpy. That contract terminated and since the termination of 
that contract there have been negotiations between the Bureau of 
Reclamation and Monolith for the furnishing of power, isn’t that 
correct ¢ 

Mr. Watrter. That’s right. 

Mr. Harpy. All right. Now, what power did Monolith seek to 
acquire ? 

Mr. Watrer. Well, I haven’t heard what the exact kilowatts were, 
but we cannot exceed the original 2,500, nor could we furnish any 
power to the alumina plant. 

Mr. Harpy. The thing I am trying to get is this: If the negotiations 
have been for the securing of 2,500 kilowatts, obviously the only pur- 
pose that could be served from that amount of current was the opera- 
tion of the cement plant. 

Mr. Waurer. That is correct. 

Mr. Harpy. Where would Monolith get the power to produce 
alumina in that plant? 
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Mr. Watrer. Will you take that, please. Mr. Baker / 

Mr. Brooxs. Mr. Charles C. Baker. Will you raise your right 
hand? Do you swear that the testimony you are about to give this 
subcommittee will be the truth, the whole truth, and nothing but the 


truth, so help you God ? 
Mr. Baxer. I do. 


TESTIMONY OF CHARLES C. BAKER, BUREAU OF RECLAMATION 


Mr. Baxer. I may be able to answer your question in this way, 
by going back a little in negotiation history. 

As Mr. Walter has indicated in the filed statement, the basic con- 
tract with Monolith, which was negotiated in 1944 and which expired 
on its own terms on July 31, 1954, provided for 2,500 kilowatts of 
power for the operation of its cement plant and an additional supply 
of 3,500 kilowatts of power premised upon the operation of the alu- 
mina plant by Monolith. 

That contract also made provisions, optional provisions, whereby 
the Government could enter into a contract with the Bureau of Recla- 
mation for a direct source of power supply. And it was that con- 
tract entered into in 1946 with the Reconstruction Finance Corpora- 
tion, transferred to the Defense Plant Corporation, and transferred 
to the Bureau of Mines covering experimental operation of the alu- 
mina plant. 

To the best of my knowledge, all service at the alumina plant up 
until November 19, 1954, was supplied to a Government agency. 
Whether it was the Defense Plant Corporation or the Bureau of 
Mines at a later time, it was still a Government operation. 

Mr. Harpy. The contract provided for the power to be supplied 
Monolith for the operation of the alumina plant ‘ 

Mr. Baxer. If they operated. 

Mr. Harpy. If they operated it. But they didn’t. 

Mr. Baker. That’s right; I will get to that. 

According to my recollection, about April or May 1954, the Mono- 
lith Co. called upon the Bureau of Reclamation, pointing out that its 
contract was shortly to expire, and they asserted to us that they were 
in negotiation, or at least anticipated what they would require for 
the alumina plant, and asked us at that time if we would continue 
essentially the terms of the original contract for an additional period 
of time in order that they might have the power supply for the opera- 
tion of the alumina plant. 

The Assistant Secretary of the Interior administratively decided 
that he would be willing to enter into a contract with Monolith on 
approximately the same “conditions as the original contract; that is, 
2,500 kilowatts of power for the cement plant’s operations with an 
additional 3,500 kilowatts of power, again based upon the assumption 
of their acquisition of the alumina plant. 

The negotiations went on for some time, and, as a matter of fact, 
were still not completed when we received notice from the Bureau of 
Mines, as operators of the alumina plant, that they would no longer 
require power, that they were abandoning their operations. 

Mr. Harvy. Can you fix the date of that ? 

Mr. Baker. December 1954. 
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Mr. Harpy. You were not notified by the Bureau of Mines until the 
actual termination ¢ 

Mr. Baker. That’s right. 

Mr. Harpy. Don’t you feel the Government should have a better 
working arrangement than that ? 

Mr. Baker. With Government agencies, the contract provided that 
a notification of 30 days was essential. ‘The contract provided that if 
the service were to be discontinued at the option of the Bureau of Mines, 
because of the Government’s loan interest 1n the thing. 

We waived the 30-day notice and accepted the notice of the Bureau 
of Mines. 

Mr. Harpy. They gave you notice, the Bureau of Mines gave Recla- 
mation a notice to the effect to “Cut off right now; cancel our contract.” 
And you said, “O. K.” ? 

Mr. Baxer. That’s right. 

Mr. Harpy. Now, let’s go back to the negotiations. 

Mr. Baker. Let me continue with a further explanation. 

At approximately the same date, we were informally requested by 
the Western Public Service Co., with which the Bureau had the service 
contract in the amount of 1,000 kilowatts, that the Western Public 
Service Co. desired to increase their contract for power in order to 
provide service to the Ideal Cement Co. for operations which it pro- 
posed to conduct at the alumina plant. 

Due to policies established by the Assistant Secretary of the Interior, 
the request of Western Public: Service Co. for an increased amount of 
power was refused, because our power supply was insufficient in pros- 
pect to cover the necessary requirements of preferred customers, or 
those customers that are entitled under law to preference. 

Mr. Harpy. Let’s see if I understand that policy. 

You had just been in negotiation with Monolith to provide them 
with power and an extension of the contract which had been set for the 
production of alumina at that plant; but you refused to give it to 
Western Public Service so they could provide it to another for the 
same thing? 

Mr. Baxer. That is true. 

Mr. Harpy. That is consistent power policy : 

I’d like to know what the Secretary's answer to that would be, if 
here is one company that said that “We want power for this opera- 
tion. We are going to produce alumina in the plant.” And the Sec- 
retary said, “O. K.” But another one comes along on the same plan 
and the Secretary refuses to supply power for that. 

Mr. Baxer. Mr. Congressman, I do not wish to testify on the policy. 
This morning I would like to testify to facts. 

Mr. Harpy. Let’s get back a little bit, since we have a little bit left 
on the policy question. You have indicated what the policy was; if 
the committee decides to get into the reason for the policy, we will 
have to produce the Secretary, I suppose. 

Let’s get back to the negotiations here. 

Can you fix the time as to when the negotiations with Monolith on 
the extension of this contract began ¢ 

Mr. Baxer. To the best of my recollection, probably the active 
negotiations were in April or May of 1954. 

Mr. Harpy. Did you participate in the negotiations yourself? 
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Mr. Baxrr. Not in the field negotiations. Mr. McBride, as repre- 
sentative of the Monolith Co., called on us in the Washington office 
several times. 

Mr. Harpy. Do you have a record of the conferences? 

Mr. Baker. No. 

Mr. Harpy. Do you have any memoranda? 

Mr. Baxer. No. 

Mr. Harpy. The only record that there is of those negotiations 
would be in the memory of the people that participated ? 

Mr. Baxer. I think that is right. 

Mr. Harpy. Let’s try to remember, then. 

You say these negotiations began in spring of 1954? 

Mr. Baxer. Yes. 

Mr. Harpy. The contract was to expire when ? 

Mr. Baker. July 31, 1954. 

Mr. Harpy. July 31. That contract was, so far as Monolith was 
concerned, only involved with the supply of 2,500 kilowatts for the 
operation of the cement plant, is that right ? 

Mr. Baxer. The contract, up until the date it expired, contained a 
conditional provision for an additional 3,500 kilowatts of power if 
they operated the alumina plant. 

Mr. Harpy. That contract for the additional 3,500 was still valid 
with Monolith, notwithstanding the fact that a supplementing con- 
tract had been made by the Bureau of Reclamation and the Bureau 
of Mines for power to operate the plant ? 

Mr. Baxer. Yes; as far as their contractual rights were concerned, 
it still lived. 

Mr. Harpy. The contract to supply power to Monolith was still 
valid to operate the alumina plant up until the end of the fiscal year 
1954? 

Mr. Baxer. That is right. 

Mr. Harpy. Well, now, you say negotiations took place to renew 
that contract to provide for power to operate a cement plant and the 
negotiations also contemplated continuing the provision with respect 
to power to operate the alumina plant also? 

Mr. Baker. Yes. 

Mr. Harpy. Was the contract extended when the original contract 
expired ? 

Mr. Baker. No, sir. It had not been extended. 

Mr. Harpy. It had not been extended. 

Is the Bureau of Reclamation still furnishing power for the oper- 
ation of the cement plant? 

Mr. Baker. They are. 

Mr. Harpy. On what kind of a contractual arrangement ? 

Mr. Baxer. There is no contract in existence today. 

Mr. Harpy. You are furnishing power under the former contract ? 

Mr. Baxer. We are furnishing the power under the anticipation of 
a contract which is now in process of negotiation and execution, the 
effective date of which will be August 1, 1954. 

Mr. Harpy. When did the figure of 2,500 kilowatts become a firm 
basis for negotiation ? 

Mr. Baker. Which 2,500 are you referring to? 

Mr. Harpy. To operate the cement plant. Actually, the statement 
that was given to the committee indicates that the contract with Mono- 
lith now is for 2,500 kilowatts. 
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Mr. Harpy. You were not notified by the Bureau of Mines until the 
actual termination ¢ 

Mr. Baker. That’s right. 

Mr. Harpy. Don’t you feel the Government should have a better 
working arrangement than that ¢ 

Mr. Baker. With Government agencies, the contract provided that 
a notification of 30 days was essential. The contract provided that if 
the service were to be discontinued at the option of the Bureau of Mines, 
because of the Government’s loan interest 1n the thing. 

We waived the 30-day notice and accepted the notice of the Bureau 
of Mines. 

Mr. Harpy. They gave you notice, the Bureau of Mines gave Recla- 
mation a notice to the effect to “Cut off right now; cancel our contract.” 
And you said, “O. K.” ¢ 

Mr. Baker. That’s right. 

Mr. Harpy. Now, let’s go back to the negotiations. 

Mr. Baker. Let me continue with a further explanation. 

At approximately the same date, we were informally requested by 
the Western Public Service Co., with which the Bureau had the service 
contract in the amount of 1,000 kilowatts, that the Western Public 
Service Co. desired to increase their contract for power in order to 
provide service to the Ideal Cement Co. for operations which it pro- 
posed to conduct at the alumina plant. 

Due to policies established by the Assistant Secretary of the Interior, 
the request of Western Public Service Co. for an increased amount of 
power was refused, because our power supply was insufficient in pros- 
pect to cover the necessary requirements of preferred customers, or 
those customers that are entitled under law to preference. 

Mr. Harpy. Let’s see if I understand that policy. 

You had just been in negotiation with Monolith to provide them 
with power and an extension of the contract which had been set for the 
production of alumina at that plant; but you refused to give it to 
Western Public Service so they could provide it to another for the 
same thing ? 

Mr. Baker. That is true. 

Mr. Harpy. That is consistent power policy ? 

I’d like to know what the Secretary’s answer to that would be, if 
here is one company that said that “We want power for this opera- 
tion. We are going to produce alumina in the plant.” And the Sec- 
retary said, “O. K.” But another one comes along on the same plan 
and the Secretary refuses to supply power for that. 

Mr. Baxer. Mr. Congressman, I do not wish to testify on the policy. 
This morning I would like to testify to facts. 

Mr. Harpy. Let’s get back a little bit, since we have a little bit left 
on the policy question. You have indicated what the policy was; if 
the committee decides to get into the reason for the policy, we will 
have to produce the Secretary, I suppose. 

Let’s get back to the negotiations here. 

Can you fix the time as to when the negotiations with Monolith on 
the extension of this contract began ¢ 

Mr. Baxer. To the best of my recollection, probably the active 
negotiations were in April or May of 1954. 

Mr. Harpy. Did you participate in the negotiations yourself? 
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Mr. Baxrr. Not in the field negotiations. Mr. McBride, as repre- 
sentative of the Monolith Co., called on us in the Washington office 
several times. 

Mr. Harpy. Do you have a record of the conferences? 

Mr. Baker. No. 

Mr. Harpy. Do you have any memoranda ? 

Mr. Baker. No. 

Mr. Harpy. The only record that there is of those negotiations 
would be in the memory of the people that participated ? 

Mr. Baker. | think that is right. 

Mr. Harpy. Let’s try to remember, then. 

You say these negotiations began in spring of 1954? 

Mr. Baker. Yes. 

Mr. Harpy. The contract was to expire when ? 

Mr. Baker. July 31, 1954. 

Mr. Harpy. July 31. That contract was, so far as Monolith was 
concerned, only involved with the supply of 2,500 kilowatts for the 
operation of the cement plant, is that right ? 

Mr. Baxer. The contract, up until the date it expired, contained a 
conditional provision for an additional 3,500 kilowatts of power if 
they operated the alumina plant. 

Mr. Harpy. That contract for the additional 3,500 was still valid 
with Monolith, notwithstanding the fact that a supplementing con- 
tract had been made by the Bureau of Reclamation and the Bureau 
of Mines for power to operate the plant ? 

Mr. Baxer. Yes; as far as their contractual rights were concerned, 
it still lived. 

Mr. Harpy. The contract to supply power to Monolith was still 
valid to operate the alumina plant up until the end of the fiscal year 
1954? 

Mr. Baker. That is right. 

Mr. Harpy. Well, now, you say negotiations took place to renew 
that contract to provide for power to operate a cement plant and the 
negotiations also contemplated continuing the provision with respect 
to power to operate the alumina plant also? 

Mr. Baxer. Yes. 

Mr. Harpy. Was the contract extended when the original contract 
expired ? 

Mr. Baker. No, sir. It had not been extended. 

Mr. Harpy. It had not been extended. 

Is the Burean of Reclamation still furnishing power for the oper- 
ation of the cement plant? 

Mr. Baxer. They are. 

Mr. Harpy. On what kind of a contractual arrangement ‘ 

Mr. Baker. There is no contract in existence today. 

Mr. Harpy. You are furnishing power under the former contract ‘ 

Mr. Baker. We are furnishing the power under the anticipation of 
a contract which is now in process of negotiation and execution, the 
effective date of which will be August 1, 1954. 

Mr. Harpy. When did the figure of 2,500 kilowatts become a firm 
basis for negotiation ? 

Mr. Baker. Which 2,500 are you referring to / 

Mr. Harpy. To operate the cement plant. Actually, the statement 
that was given to the committee indicates that the contract with Mono- 
lith now is for 2,500 kilowatts. 
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Mr. Baker. That’s right. 

Mr. Harpy. When did that figure emerge / 

Mr. Baker. It emerged as a continuation of the expired contract. 

Mr. Harpy. You said your expired contract also had a 3,500 addi- 
tional—— 

Mr. Baker. Conditional 3,500, 

Mr. Harpy. Is the 3,500 conditional going to be a part of this con- 
tract you proposed to execute / 

Mr. Baker. Not now. 

Mr. Harpy. Why? 

Mr. Baker. Monolith has not acquired the plant. 

Mr. Harpy. They are still seeking to acquire it. 

Mr. Baker. I see no reason why we should —— to continue a 
contract simply in anticipation of an action by a customer 

Mr. Harpy. Well, they had not acquired the plant. 

There was not too much said that they were going to acquire the 
plant in the spring before the contract expired was there ? 

Mr. Baker. At least up until that time, the Bureau of Mines were 
in control and oper ating the plant, and it was upon the assertions by 
the Monolith Co. of their expected and anticipated acquisition of the 
plant that the secretary expressed a willingness to continue, to give 
them a contract dating from the date of expiration of this previous 
contract which would still be conditional. 

Mr. Harpy. Did anybody in the bureau, in the secretary’s office, 
consult with General Services Administration or any other agency 
concerning the probability that the plant would be acquired by 
Monolith ¢ 

Mr. Baker. I don’t believe I can testify on that. 

Mr. Harpy. I am merely trying to find out one thing, and I am not 
getting very far. 

I am trying to find out whether Monolith actually did seek to acquire 
the power to operate that alumina plant for the production of alumina. 

Mr. Baxer. You say, “If they did seek to?” 

Mr. Harpy. That’s right. 

Mr. Baker. Yes. 

Mr. Harpy. And in your opinion they really were seeking the power 
to operate that plant for the production of alumina ? 

Mr. Baker. That is right. 

Mr. Harpy. That is all, Mr. Chairman. 

Mr. Brooks. Any further questions? 

Mr. Moss. I have one or two more. 

Getting back to the negotiations between Monolith and Western 
Public Service, was there a very basic difference between the negoti- 
ations as compared to the other? Wasn’t Monolith’s request for the 
continuation of a contract or the renewal of a contract substantially 
the same under the one they had been operating ? 

Mr. Baker. Basically, that is true. 

Mr. Moss. And Western Public Service came to you with the pro- 
posal to increase the amount of power available under a contract then 
in existence in order to accommodate a new customer ? 

Mr. Baker. That is right. 

Mr. Moss. And that new customer was Ideal? 

Mr. Baker. We don’t know. We assume. 
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Mr. Moss. That would be the assumption. They had a requirement 
there for what? How much did they want to increase it by ? 

Mr. Baker. I can’t recall what Western Public Service stated the 
increased amount was. 

Mr. Moss. When did they make the request for the increased 
amount ? 

Mr. Baker. About the middle of November 1954, either concur- 
rently or possibly a day or so prior or a day or so subsequent to the 
actual termination of the contract by the Bureau of Mines. 

Mr. Harpy. Didn’t I understand you to testify that Western Public 
Service said they wanted to supply it ¢ 

Mr. Baxer. They wanted to supply the alumina plant. 

Mr. Harpy. Well, now, I just understood you to testify in answer 
to Mr. Moss that they didn’t know what they wanted it for; they 
wanted it for their plant. 

Mr. Baker. If I was inconsistent on that, I would like to have the 
record show some consistency. 

Mr. Moss. But you have no recollection of the amount? 

Mr. Baxer. No, I do not have a recollection of the amount. 

Mr. Youncer. If the gentleman from California will yield, there 
is something in the record there to the effect that it was a thousand. 

Mr. Moss. Under the existing contract. That is the amount West- 
ern Public Service—— 

Mr. Youncer. I thought it was to be increased by a thousand. 

Mr. Moss. That was in response to my question about the existing 
contract. 

Mr. Brooks. The allegation was, gentlemen, that they had had a 
power contract for 6,000 kilowatts, of which they were using, appar- 
ently, 2,500 or 3,000 for their cement plant which they have now, and 
the remainder was what they had contracted for with the hope of 
using it for some other purpose; apparently, as you have testified, to 
make alumina. Was that right? 

Mr. Baker. (Nodded head.) (No response. ) 

Mr. Harpy. If that alumina plant were used for alternative pur 
poses, for instance, as a cement plant, how much power would be re- 
quired to operate it? Do you have any idea ? 

Mr. Baker. I am not qualified to answer that. I am not a foreman 
of cement plant operations. 

Mr. Harpy. If Monolith was negotiating to extend its original con- 
tract, if it were negotiating for power to operate that plant, you have 
no knowledge as to whether they intended to operate that plant for 
alumina produe tion or for other purposes ! 

Mr. Baker. My recollection is that the original representations 
made by Monolith in seeking to extend their expiring contract was 
that they anticipated the acquisition of the alumina plant for the 
continued production of alumina. 

Mr. Harpy. I wish, Mr. Chairman, we had something that would 
clearly establish that. That is the thing that bothered me, if you 
recall, when I was participating in the last hearing, concerning some 
of the testimony of Monolith’s representatives. 

There was a question in my mind as to whether they actually antici- 
pated the production of alumina in that plant. I had hoped the dis 
cussion of the power requirement would clear that up. 
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Mr. Brooxs. I think the analysis of the record would reflect that of 
a continuing interest in that. It was their original process. 

They are making alumina in this plant, and in this new plant, 
adjacent to this existing plant, the byproduct of portland cement 
makes that a fairly profitable operation. 

Mr. Harpy. The question was raised in my mind by the testimony 
of the Monolith representative. 

Mr. Brooxs. Gentlemen, Mr. Walter, Mr. Baker, we want to thank 
you for coming down this morning. We are pleased to have had you 
and want to thank you for your testimony and your courtesy. 

Do you have a further statement ¢ 

Mr. Baker. I would like to be more expansive in my reply to your 
last question, Congressman Hardy. 

I have a teletype in my files which quotes a telegram from Monolith 
Portland Cement Co., approximately some time in January 1955. I 
do not have the date of the telegram: 

Monolith Portland Cement Co, desires to continue the relation we have en- 
joyed with your Power Division since 1944, under which we financed the con- 
struction of a power line from your substation to our property and over which 
we have been served admirably during that period with many millions of kilo- 
watt hours, and we would propose, in contract negotiations, at an early date, 
that provisions be included for the following: 

A. 3,000 kilowatts as requested on December 4, 1953; 3,500 kilowatts as of 
April 1, 1955, for expanded research and production of alumina products, con- 
struction now in progress; 4,500 kilowatts as of September 1, 1955, to authorize 
further expansion of oxide department as well as cement manufacture in antici- 
pation of increased sales in cement; 6,500-7,500 kilowatts in 1957 to meet antici- 
pated increase in highway cement requirements. 

Those are the power requirements. 

Mr. Harpy. Mr. Chairman, that telegram is very illuminating and 
I would ask that it be made a part of the record. 

Mr. Brooks. I would be pleased to have it made a part of the record. 
Is this sufficient ? 

Mr. Harpy. I think we ought to have the whole telegram. 

Mr. Brooxs. Would you he willing to submit that to the reporter 
to be copied into the record? I assure you he will give it back to you. 

Mr. Baxer. This is a quote from a teletype of a telegram received 
in our Casper, Wyo., office. 

Mr. Harpy. From whom? 

Mr. Baker. To the Bureau of Reclamation, Washington, from our 
District Manager in Casper. Wyo., dated January 21, 1955. It is 
quoting the telegram received from Monolith Portland Midwest Co., 
Burt Oberg, general superintendent, Los Angeles, Calif. 

Mr. Harpy. That is exactly the kind of information that I was tr y- 
ing to get. TI inquired as to whether there was anything in writing 
that would indicate the dates and the amounts of the power that 
Monolith was seeking to negotiate for. 

My previous inquiries received negative answers. Now there is at 
least one bit of tangible evidence. 

Instead of that teletype, I would ask that we be furnished a photo- 
stat of that original telegram. 

Mr. Brooks. Mr. Baker, do you think you can make arrangements? 

Mr. Baxer. That date is predated by an earlier telegram of which 
I only have a copy. 
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This telegram is signed by Monolith Portland Cement Co., Burt 
Oberg, general super ‘intendent, July 26, 1954, addressed to R. N. 
Sensentauffur, a representative of the Bureau in Casper, Wyo. 

Mr. Harpy. May I interrupt here? Mr. Chairman, | believe we can 
expedite this matter. 

Apparently, Mr. Baker has some other documentary information 
bearing on this subject, and I would like to ask that that file be made 
available to the staff and any pertinent documentary evidence it con- 
tains be inserted in the record. 

I think we can save time by doing that. 

Mr. Brooks. We'd be pleased to go over it, Mr. Hardy, if it would 
be available to us. 

Mr. Harpy. I think Mr. Baker would certainly make it available 
to us. 

Mr. Baker. There is much extraneous information here. 

Mr. Harpy. We don’t want extraneous information cluttering up 
our record either. But I think certainly you could make that avail- 
able to the staff to take from it pertinent information to make a part 
of our record. 

Mr. Baker. I would ask that the request be made to the Commis- 
sioner of Reclamation. 

Mr. Harpy. I have to object to that. I wish, Mr. Chairman, you 
would call the Commissioner of Reclamation and ask if we may use it. 
I think any witness, representative of any agency that has documents 
in his possession should make them available to the staff, if they are 
pertinent. 

Mr. Brooks. Do I understand, Mr. Baker, that you feel it is not 
within your power to release those documents to the subcommittee ? 

Mr. Baxer. That is right. 

Mr. Brooks. Then we will contact the Commissioner, 

Mr. Harpy. I would like to suggest that when we get witnesses over 
from these agencies that it be understood with the head of the : agency 
that the witnesses are going to be cooperative and furnish the infor- 
mation they have in the matter of interest of the committee. 

Mr. Baker. We are perfectly willing to be cooperative. 

Mr. Harpy. Well, I have asked that the staff be permitted to ex- 
amine the record here. 

I inquired in direct question as to written evidence that you had con- 
cerning the amounts and the purposes that Monolith sought to nego- 
tiate. You told me there were no written records. 

That’s in the record. And then you start reading from telegrams 
and the file and then you refuse to permit the committee counsel to 
examine the files from the Commission. 

I don’t know, frankly, why we have this kind of witness down here. 

Mr. Brooks. We will contact the Commission director and make 
every effort to go over these files. 

Mr. Harpy. This is an unusual experience for me. This is the first 
time that any witness was not willing to present the documents—un- 
less they were classified documents. 

I would suggest out of courtesy to the Commissioner, I think we 
ought to have somebody call him immediately. The documents are 
here. You have subpenas right there. 

Mr. Brooks. We requested his personal presence. He sent these 
gentlemen. I assume they came fully qualified to testify. 
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Mr. Harpy. I like to be reasonable, but I don’t like to have that 
kind of testimony put in the record, that kind of attitude. 

Mr. Brooks. Now, pending our completion of testimony from the 
gentlemen of the Bureau of Reclamation, could we hear now from 
Mr. Mansure ¢ 

We want to thank you for your time. We hope to see you again. 

Mr. Harpy. Mr. Chairman, you are not letting those records get 
away ¢ 

Mr. Brooks. I would ask you two gentlemen to remain until we get 
in touch with the Director of the Bureau, if you don’t mind. 

Mr. Harpy. I would ask that they be subpenaed right now. 

Mr. Brooks. Mr. Mansure, will you please come up here? 

Gentlemen, at the last meeting of this committee, late in the evening 
after most of the testimony had been submitted, Mr. Elliott, general 
counsel of the GSA, requested that Mr. Mansure have an opportunity 
to testify again before this subcommittee in reply to some of the 
charges which had been made against them by some of the witnesses 
for Monolith. So, in fairness, we felt we should give him the 
opportunity. 

We are glad to hear you now. 

Mr. Youncer. Will you read into the record now, before he starts, 
the charges that were made ? 

Mr. Brooks. Now that isa long story. 

Mr. Youncer. No, it’s only a paragraph. 

Mr. Mansore. I have got it here. 

Mr. Brooks. The question was on Mr. McBride’s testimony on page 
10 of the statement? Is that all you were referring to? 

Mr. Youncer. Yes. Read that into the record of Mr. McBride’s 
testimony. 

Mr. Brooks. I can see several that would upset me if they made 
them about me. 

Mr. Youncer. I mean one in particular. 

Mr. Brooks. Let’s see if we can find one. 

Mr. Mansure. Here’s one right there. 

Mr. Brooxs. Had you planned to put that in yourself ? 

Mr. Mansoure. Yes. 

Mr. Brooks. All that argument is about another point. Good. 

Apparently, the sentence that has offended the GSA is on page 10 
of Mr. McBride’s statement, and the sentence is: 

We submit that GSA knew that such a contract undertaking would be im- 


possible of accomplishment and that it was their design and intent to prevent 
anyone from bidding thereupon. 


Mr. Youncer. That’s right. 





FURTHER STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION 





Mr. Mansure. Mr. Chairman and members of the committee, I 
appreciate this opportunity to appear again. 

That statement—the statement which has just now been read to you, 
I will not requote it—is so ridiculous on its face that I would not even 
dignify it by a denial if the charge were not so serious and so com- 
pletely contrary to the true facts. 
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First of all I want the committee to know that, according to our 
recollection, at no time prior to this hearing has Monolith made this 
particular protest to us about that invitation. Their bid in response 
to this invitation was not submitted under protest. 

This second invitation was issued after discussions were had between 
the interested bidders and people from our agency and the Bureau of 
Mines. We were seeking a way to accomplish the several goals. Dur- 
ing these discussions Mr. McBride, speaking for the Monolith Co., 
insisted that alumina could be produced on a commercially competi- 
tive basis in the plant by taking out the production bottlenecks dis- 
closed during Bureau of Mines test operations and getting production 
up to the plant’s r rated capacity. 

We decided upon the alternate basis for bidding after careful con- 
sideration to afford Monolith and any other interested bidder an oppor- 
tunity to bid on a basis that would have enabled continued experi- 
mental operation at minimum financial risk to the operator. At the 
same time the reasonableness of the test period would be fully assured— 
1 year. 

Essentially the invitation contemplated that operations would be 
brought up to the rated capacity of the plant within a period of 6 
months from startup and maintained there for an additional 6 months 
for 5 days per week under Government supervision. This Govern- 
ment supervision was to be done by the Bureau of Mines so that the 
Government could arrive at an independent judgment as to the com- 
mercial feasibility of the operation. 

If the operation was financially successful, the operator was obli- 
gated to continue operations for 9 years and pay the Government a 
percentage of net profits as additional purchase price for the property. 
The bidder was asked to make a base bid as well as to bid on the 
additional percentage amount. 

On the other hand, if the 1-year test period proved that alumina 
production was not commercially profitable, the operator had the 
option to either retain the proper ty for the base amount bid without 

restriction on use or to let the title to the property revert to the Gov- 
ernment without further liability for the purchase price. 

This was an eminently fair basis for bidding, especially for Mono- 
lith, who repeatedly had urged that they could operate the plant suc- 
cessfully on a commercial basis. 

The plant had a rated capacity of 60 tons per day and was designed, 
as we understand it, upon Monolith’s own plans and production 
methods. Monolith’s last bid was to fully test the commercial value 
of the process, but we could not get them to contract to do so at their 
financial risk. 

Monolith’s own engineer testified before this committee that in his 
opinion the production capacity of the plant was 60 tons per day. How 
else could the commercial value of the process be fully tested other 
than by bringing production up to rated capacity and sustaining it at 
that rate for a re sasonable period? We don’t think 6 months was 
unreasonable under the circumstances. 

We believe that a review of the invitation will satisfy the committee 
that such contract undertaking would not be “impossible of accom- 
plishment” as was alleged by Monolith, but to the contrary, if their 
representations in connection with this matter as reflected throughout 
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the record were sincere, then the Monolith Co, clearly was in a position 
to submit a bid thereunder. 

Thus, I believe, the charge of “design and intent to prevent anyone 
from bidding thereupon” is clearly refuted. 

Another statement was made during Mr. McBride’s testimony that 
bears comment. He stated : “Most of the plant is chemical equipment 
for extracting alumina from clay.” I think the committee will be 
interested in knowi ing that Mr. Frank Weller, our engineer who testi- 
fied regarding the appraisal, tells me that most of that same equipment 
also can be used for cement manufacture, a matter not mentioned by 
Mr. McBride. 

There are two other points that I think should be brought out. 
First, while Monolith has been critical of our negotiating with Ideal 
to their exclusion from September 14 to 24, they seemed to think 
it was perfectly all right for us to deal with Monolith to the exclusion 
of Ideal from June 21 through September 8. Secondly, I wish to 

reemphasize that Monolith throughout the period of time it protested 
our proposed sale to Ideal, never ‘did offer to pay more than the Ideal 
bid. They could have made such an offer at the C heyenne meeting 
or any other time, but they didn’t. They only wanted another chance 
Ww ithout a commitment on their part. As recently as January of this 
year, in a letter which the committee has, they only requested an 
opportunity to meet the Ideal bid. Even at this hearing, Monolith’s 
oiler to pay more came only after insistence on the part of one of the 
committee members and it certainly is an equivocal offer. 

The Government officials who ‘participated in the preparation of 
this invitation included, from GSA, Mr. Otto Klein, our regional 
director in Denver; Mr. Irving Gimbel, Mr. Thomas L. Pey ton, Mr. 
Phil W. Jordan, and Mr. J. E. Moody, assistant counsel. And from 
the Bureau of Mines, Department of Interior, Mr. Delwin Blue. It 
was approved, as issued, by Messrs, Mansure, Strobel, and Elliott. 

Mr. Brooks. Thank you very much, Mr. Mansure. I would like to 
ask you a couple of questions while you are here. 

I wondered if you recall on what date the decision was made to sell 
to Ideal. 

Mr. Mansvre. I don’t recall but I can give you the date. We have 
it. Joe, what was that date that we agreed to sell to Ideal? [After 
consultation. | 

We are under the impression that the decision was not actually 
made until a meeting at Cheyenne on September 24, although there 
was discussion several days before that meeting. 

Mr. Brooxs. And the contract was drawn up in Washington and 
signed in Cheyenne? 

“Mr. Mansvure. It was signed in Cheyenne. 

Mr. Moopy. Yes, sir, the contract was signed in Cheyenne. 

Mr. Brooks. Where was it typed, drawn up, in Washington ? 

Mr. Mansvure. It was drawn up in Washington but it was signed 
out there at the central office. 

Mr. Brooks. What I would like to ascertain is this, how it was 
determined what amount of advertising would best serve the public 
interest, and I ask you this question, in view of the fact that all of 
the evidence reflects that only 1-inch ad inserted one time in the Wall 
Street. Journal—that constituted all of the paid advertising to sell 
this $4,600,000 plant. 
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Mr. Mansvre. You are probably correct, but from a practical oper- 
ational standpoint, you must bear in mind that the 21 firms that 
were contacted were the people in this business. Now, I would just 
like to explain to the committee, when you are selling a property of 
this type, which is a special-use property, we try to make a practical 
approach to it by contacting everyone to our knowledge, individually, 
by phone or by letter or however it can be done, that would be a po- 
tential customer. 

Now, there are of course. hundreds or thousands of firms in the 
country that would not be interested in a property of this kind. I 
am not going to read this list because the committee has it, it has 
already been put in and I do not want to take the time of the com- 
mittee, it was submitted for their record; but if any of the members 
would like to take another look at it, I could pass it around. 

We feel that we covered everyone that would be interested. 

Mr. Brooks. Twenty-one people would be interested in this plant 
that might be used primarily for cement ? 

Mr. Mansure. Yes. 

Mr. Brooks. And it might be used for alumina ? 

Mr. Mansvure. Yes. 

Mr. Brooks. And for light aggregate ? 

Mr. Mansvure. Yes. 

Mr. Brooxs, And it might be used for titanium processing; it 
might be used possibly for uranium processing, and it might be used 
to process mineral phosphates—and there were only 21 corporations 
interested in any of those, for any of those purposes ? 

Mr. Mansure. That would be our opinion. I am not trying, Mr. 
Chairman, to evade the question, but I am just trying to be helpful. 
For instance, you could run an advertisement in the Saturday Even- 
ing Post and it is problematical whether the heads of any of these 
companies would see it—maybe they would see it, but 

Mr. Brooks. You feel advertising is not helpful ? 

Mr. Mansure. Well, to a degree it is and I think you should adver- 
tise it because there might be a time when someone might deliberately 
try to keep someone from knowing about a property. But the policy 
of GSA is, number one, to dispose of these properties which the 
Government has under its jurisdiction, if we can get a fair price for 
that property. 

Now, we have people that we know are very well qualified in the 
disposal of property and I have to rely on their judgment. We have 
many special-use plants which it would be just a waste of money to 
advertise in, say the New York Times because we are afraid that it 
would not be seen. So, therefore, we contact the potential market, 
just like a broker would do, of people we think would be interested 
in that property ; ; 

Mr. Brooxs. What part did the regional director, Mr. Klein, play 
in this particular sale? : ed 

Mr. Mansure. Well, he played a very important part in it, it was 
actually brought out in testimony—I mean, I wasn’t here—but in 
our operations we try to decentralize as much as possible because we 
feel that the region has a better feel of the situation, because they are 
local people dealing with local people. 
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On this property, a good part of the negotiations and the work was 
— on by our Denver regional office, but by approval of the cen- 

ral office, so the central office is responsible for the operation. 

Now, the mechanical work was carried on in the region, the meet- 
ings were held out there in Cheyenne and I believe they were held in 
Laramie and there were also meetings held in Washington. 

Mr. Brooks. The estimated value of this plant as a cement plant by 
your own appraiser was $1,800,000 ? 

Mr. Mansure. Yes. 

Mr. Brooks. And I wondered, sir, why the proposed sale did not 
emphasize this possible use of this plant. 

Mr. Mansure. Well, I don’t know—I was always under the im- 
pression, just as I have stated now- —now, that was my own personal 
reaction, that the value of this plant was as a cement plant, from the 
first time I heard of it and started checking into the situation I felt 
that the interest was to produce cement. 

Mr. Brooks. Well, why was that not emphasized in the ads and in 
the news releases and the mailings to the individuals who might be 
interested ? 

Mr. Mansure. Well, any one of these firms would recognize that the 
purpose of this plant, I mean the use of this plant—I mean, that would 
be just something that you would know automatically from your ex- 
perience in the field. 

Mr. Brooxs. You would know it; and yet some of the people who 
proposed to buy it in the cement business did not plan to use it as a 
cement factory. 

Mr. Mansure. Well, we will be glad to have them use it. 

My position on that was that the Government was not interested in 
the use that the plant was put to. We wanted to have the most prac- 
tical use possible. Now, if alumina could not be produced commer- 
cially, we did not want to have the plant tied down to just the pro- 
duction of alumina. 

We wanted to—what GSA was very interested in was to keep from 
having this property canceled out, the local people were interested in 
employment, and we wanted to continue that employment. 

The first approach made to me by the Governor was on the basis of 
employment of people in this locality, and we tried to be very fair and 
to be totally objective, and when he first called me on the telephone I 
gathered from his conversation that he thought we were going to scrap 
these facilities. 

Mr. Brooks. When you produce alumina, do you not also as a by- 
product necessarily have the raw material for making a refined grade 
of Portland cement? 

Mr. Mansure. That may be, but I am not an expert on it. That is 
my understanding. 

Mr. Brooks. When and how did you inform the losing bidders that 
the'r bids had been rejected ? 

Mr. Mansvure. Well, I have got to ask that question of Mr. Moody 
becuse he was in the particular negotiations. 

Oh, yes, we have it right here. [Indicating documents.] TI sub- 
mitted this in the record and T will repeat it. I did not go over this at 
the first hearing because we were discussing other matters, but this is 
a matter of the record. 
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The answer to your question as to how we informed losing bidders 
is this, in all types of disposals, the answer is this: When it has been 
administratively determined that the bid of a particular party meets 
requirements he is notified of his acceptance. At the same time all 
others who have entered bids are given notice of the award to the 
successful bidder. 

This notice may be a written one, with return of the bid deposit, or 
it may be an oral notice or, in exceptional circumstances, it may be 
by limitation, where a bidder has entered a bid to be accepted by a 
certain date which is allowed to expire without acceptance. 

In this case the notice was given orally and publicly on September 
24 at the meeting in Cheyenne immediately following our decision to 
proceed with the sale to Ideal. ) 

Mr. Brooks. All right, sir. Now, I wondered, sir, if you noted in 
the testimony the other day, they put in a memorandum which appears 
in your files on this subject matter dated August 3 of 1954, and this 
memorandum said, and I will quote it, it is in two short paragraphs— 
and it did not say whom it was addressed to and I was wondering what 
it was doing in there and you said that it looked lke possibly it might 
have been sent to Ideal because, and I quote : 

The statement was made June 21, 1954, on the opening of offers on the alumina 
plant at Laramie, Wyo., that GSA would give the offers received careful con- 
sideration, that the offerors would be advised of the decision made in about 
30 days. 

Accordingly you are advised that your offer is hereby rejected since the 
Administration has decided to sell the property with continued use in place 
only, with however no condition imposed as to the end product to be produced 
by the purchaser. 

Mr. Mansure. Well, I don’t know, I remember some discussion as 
to whether or not we were able to identify that 
Mr. Brooks. We couldn’t, and it could have hardly been sent—— 

Mr. Mansvre. I am not sure whether the memorandum came out 
of Washington or the regional office. Perhaps Mr. Moody 

Mr. Moopy. I have not had a chance to see it since its introduction 
in the record, since we don’t have it in our files, but I do recall some 
such memorandum being in the file. 

Mr. Brooks. Do you recall where from ? 

Mr. Mansvre. We will check and see if we can identify that. We 
have not seen it since last Friday or Thursday. I believe we could 
possibly find out, if we run it down. 

Mr. Brooks. We are trying to locate it right now and maybe before 
you leave we can. If we could see just who it was sent to, it would be 
interesting. This might indicate one of the bidders who was notified 
August 3 that his bid had been rejected. 

Now, this question is, I think important. I wondered what pro- 
cedure allowed the use of this plant by Ideal before it was actually 
sold, before the sale was consummated, in such manner that it would 
allow them to make alterations and improvements to the extent, ac- 
cording to their testimony, of some $200,000 worth of changes. 

Mr. Mansvre. I think that is a very good question and that was 
also included in the written statement I submitted, but it was not dis- 
cussed in the hearings, so I would like to answer that. 

When a prospective purchaser requests permission to occupy prop- 
erty prior to sale closing, permission may be granted a responsible 
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purchaser provided he has made a substantial down payment and is 
willing to assume protection and maintenance, provide insurance, and 
agrees in writing to quit the premises and to restore any damage caused 
by his occupancy immediately upon notice to do so in the event that 
the sale is not consummated. 

The reasons why Ideal desired occupancy in this instance, as stated 
to us, made sense, and we agreed to let them have possession. We 
knew they had to spend a substantial amount of money during the 
period and they agreed to assume our protection and maintenance 
costs during the period. Also their occupancy was at their total risk 
and expense and had no effect upon the purchase contract. 

Mr. Brooxs. Thank you, sir. Here is that August 3 memorandum 
from your files, sir, telling somebody that their bid was rejected. 

Mr. Mansvure. Well, we could possibly check on the typewriter and 
see whether it would be from the district or from our central office. I 
would not be able to identify it myself. 

Mr. Brooxs. The date is in the upper right-hand corner, put in in 
ink in somebody’s handwriting, along with some other ink notations. 

Mr. Mansvure. Well, we can probably find out from the handwriting 
and then identify it. 

Mr. Brooks. I wondered, sir, how often are sealed bids rejected and 
then a negotiated sale started. 

Mr. Mansvure. I would not be able to say offhand, but we can give 
you that information. It is not common and it is not unusual. 

Mr. Harpy. Will the chairman yield on that point? 

Mr. Brooks. Yes, sir. Mr. Hardy. 

Mr. Harpy. Because that is a very interesting subject. 

Actually, in this particular property you were not strictly work- 
ing on the sealed-bid basis, you were working on a procedure, as I 
recall, under which you invited proposals and then negotiated with 
the bidder. 

Does the General Services Administration follow that procedure as 
a general policy ? 

Mr. Mansvure. Well, let me answer the first question first. 

We have not kept any figures on how often that is done, but I would 
say this: When the results obtained by sealed bids are unsatisfactory ; 
that is, are not productive of a satisfactory bid, responsive to the terms 
of bidding in the invitation for bids, it is usual to attempt to secure 
an acceptable bid by means of negotiation with those who have evinced 
an interest in acquiring the property. 

Mr. Harpy. Yes, but if my recollection is correct, you started out 
on that negotiated proposition, you simply asked for a proposal 
and originally planned to negotiate with them. Isn’t that correct? 

Mr. Mansvre. That is very good and I would like to have the indi- 
vidual who has charge of that operation just explain our procedure, 
Tom Peyton. 

Mr. Harpy. Well, this was not particularly a sealed bid proposition, 
that is the thing I was getting at. 

Mr. Brooks. That is right, apparently not. Do you want to con- 
tinue, Mr. Mansure? 

Mr. Manscre. Well, I think that this is important and I would like 
to have Mr. Peyton clear it. 

Mr. Peyton. Mr. Chairman and Mr. Hardy, in all of these sales we 
attempt to adjust the bidding procedure to the circumstances that we 
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anticipate. It is not uncommon to ask for sealed bids as the basis of 
negotiation, where in our judgment the number of bidders that we 
will attract because of the circumstances and character of the prop- 
erty, are going to be relatively few. 

There is no , point, if we feel as the result of the circumstances, and 
due to this particular special use for which the property was built, 
where we feel that we would obtain 2 or 3 or a half dozen bids, to keep 
on readvertising and asking for new bids, and so forth and so on, when 
we might just as well get down to business as soon as we can and 

Mr. Harpy. Well, but now, you started into this kind of a proposi- 
tion, and I have seen this kind of thing work in other kinds of pro- 
curement as well as in the sale of property, 1 have seen it work to dis- 
advantage of some other bidder. 

Now, you get into a negotiation and the bidders know what each 
other has bid; they know the conditions and the bids are opened and 
while they are not in themselves the basis for an award of the contract, 
they are the basis for negotiation and each bidder knows what the 
other has started out with. 

Mr. Preyron. Yes. 

Mr. Harpy. Now, it seems to me that that procedure gives a wonder- 
ful opportunity for the agency itself to get itself in the doghouse, 
which I think you have done in this case. 

Mr. Peyton. Yes. 

Mr. Harpy. Because you have eliminated the sealed competitive ap- 
proach to the sale and subsituted negotiations—and who knows what 
1s going on. 

Mr. Brooks. In that connection, the invitation to bid was dated 
March 8, 1954, the mimeograph put out by GSA and on the last line 
just above the signature of Mr. Klein is this sentence: 





All terms and conditions of this invitation are subject to negotiation. 


Mr. Harpy. I understand that. 

Mr. Brooks. So they had it in mind at the time. 

Mr. Harpy. That is what I understood to be the case, but I am just 
wondering how often they use that procedure and whether or not they 
do not get themselves in trouble right often in carrying it out. 

Mr. Brooks. Mr. Mansure, to continue, sir: You sent Mr. Moody, 
as I understood a minute ago, out without having definitely conc luded 
the sale, when he went to Cheyenne September 24, is that correct ? 

Mr. Mansvre. Well, my sndleesidenllice was that the Members of 
Congress from Wyoming were interested, as well as the local officials, 
in having a meeting out there to see what could be thrashed out in 
that meeting to close these negotiations. So we went out or GSA 
went out with an open mind to.cooperate with the understanding, and 
instructions to Mr. Moody to get the best proposition we could for 
the Government. 

Mr. Brooks. And to close the deal ? 

Mr. Mansvre. Well, he had the authority to close the deal but it 
would have to have the approval of Washington. In other words, we 
were not going to close the deal for a lesser amount than we thought 
we could get for the property. 

Mr. Brooxs. All right, sir. Now just 1 or 2 other questions. 

Would any bill or resolution by this committee actually stop the 
sale? 
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Mr. Mansure. Could the committee stop the sale? 

Mr. Brooks. That is right. You see, this was suggested to us for 
our consideration and it does not say whether we have the authority 
or not, and I wondered what was your interpretation of the matter. 

Mr. Mansure. Our interpretation is very simple. 

It has been our policy to defer action so long as a bill or resolution 
involving the property is pending before the C ongress or until the 
end of the session in which the bill was introduced. 

Now, to answer your specific question, I don’t know whether we are 
legally compelled to do that, but it is our policy. 

Mr. Brooks. Until the end of the session ? 

Mr. Mansvure. Well, in other words, we have to put a limit on it— 
the end of the session. 

Mr. Brooks. And if we did not act by August 15 and we had a 
bill or resolution introduced against this particular sale, then on 
August 16 you could go ahead and sell it 4 

Mr. MaNsure. Yes, but it would be our policy to defer to the 
committee. 

Mr. Brooks. Until the end of that session ? 

Mr. Mansure. Yes. 

Mr. Brooks. Thank you. One other question. 

Would safeguards against the use of this plant as a cement-produc- 
ing facility be included in the deed that would go to Ideal in the event 
you concluded your sale to Ideal ? 

Mr. Mansure. No, I don’t think so, I don’t believe that we have 
that safeguard in there. 

Mr. Exxiorr. We will put the conditions in the deed as specified 
in Judge Barnes’ letter to us to assure carrying out the injunctions 
which the Department of Justice put with respect to the use of this 
plant, we will fully carry them out. 

Mr. Brooks. The injunction, as you understand it, then, prohibited 
the use of this plant for the manufacture of cement é 

Mr. Exniorr. That is correct. 

Mr. Brooks. Now, one other question of Mr. Mansure—thank you, 
Mr. Elliott. 

I wondered, do you allow incoming telephone conversations to be 
recorded or taken down in shorthand without permission of the party 
‘alling within your office in GSA or within other activities ? 

Mr. Mansure. Within my office, yes. 

Mr. Brooks. Within your office ¢ 

Mr. Mansure. As a general policy. 

Mr. Brooks. That is done as a general policy in not only your per- 
sonal office but the general GSA operation? 

Mr. Mansure. W ell, I would not say in the general GSA opera- 
tion—in my office. 

Mr. Brooks. You mean the entire Washington office ? 

Mr. Mansvre. No, in my own office. 

Mr. Brooks. But not in the other offices ? 

Mr. Mansure. We can find out. Would you take the conversation 
down or not? 

Mr. Exuiorr. My secretary does take notes. She does not attempt 
to get a complete transcript, she merely takes notes of the high spots 
that were hit, particularly of any commitments made, the time set 
and so forth. 
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Mr. Brooks. Then in some offices other than your own it is done? 

Mr. Mansvure. That would be my procedure—taking down infor- 
mation, figures and things of that type, times and dates, and places. 

Mr. Brooks. Without notifying the party calling that such record 
or transcript was being made at that time ? 

Mr. Mansvure. Well, we do not notify anyone. They just telephone 
and we make a memorandum instead of my taking it in the office; but 
we do not have a transcript of the verbatim conversation all the way 
through, we could not hope to do that. 

Mr. Brooks. Well, if you do that and Mr. Elliott does that, does 
anyone else within the GSA organization follow that policy ? 

Mr. Mansvre. Well, we will have to check with my people. 

Mr. Exxiorr. I don’t know, Mr. Chairman. I am sure some of 
them do, but we would have to check and find out specifically who. 

Mr. Brooks. Does Mr. Moody? 

Mr. Moopy. I follow the same procedure that the General Counsel 
has outlined. 

Mr. Brooxs. Thank you very much. 

Do some of the other members of the subcommittee have some ques- 
tions of Mr. Mansure ? 

Mr. Moss. A few. I am still interested in the meeting of Septem- 
ber 8 that I believe was held here in Washington and the meeting on 
the 24th. 

As I understand the meeting on the 8th, there was at least a feeling 
that a deal had been made or could probably be made but it was indi- 
cated that contracts necessary to complete the transaction would be 
drafted in the Western offices of the GSA and that some clearance or 
assurance from the Bureau of Mines would be required. 

At the meeting of the 24th, GSA officials, Mr. Moody I believe, 
arrived at the meeting with a contract prepared to conclude the sale. 

Mr. Mansvre. I would like to have Mr. Moody answer that ques- 
tion. I was not at either of the meetings. 

Mr. Moss. But he has testified before the committee to the effect 
that that was the case, that he was under instructions which author- 
ized him at that meeting to conclude a sale. 

Now, it has been stated here that Monolith was not notified by GSA 
that their proposal of the 8th was being rejected. 

Mr. Manstre. Is that correct, that they were not notified ? 

Mr. Moopy. They were never notified to my knowledge, but the an- 
nouncement was made at the meeting in Cheyenne September 24. 

Mr. Moss. Isn’t that a most unusual procedure? At the meeting on 
the 8th you had notified Ideal and at the meeting on the 24th—prior 
to that meeting you had not notified Monolith. 

Mr. Exuiorr. Mr. Chairman, may I—— 

Mr. Brooks. Yes. 

Mr. Exuiorr. I did not, Mr. Moss, notify Ideal until after the meet- 
ing of the 8th. 

Mr. Moss. Well, you had not concluded the transaction nor were you 
prepared to do so? 

Mr. Exxiorr. That is right. 

Mr. Moss. So the circumstances were different, prior to making the 
decision you had planned to notify them but if Monolith had not found 
out through some other means that a meeting was being held on the 
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24th, as far as GSA was concerned, they would not have been repre- 
sented and you still could have concluded the deal without giving them 
any notification whatsoever. 

Mr. Moopy. I believe that isa fair analysis. 

e- Moss. Is that a customary procedure or is it an unusual prac- 
tice ! 

Mr. Extiorr. Well, I would like to answer on the question, the time 
that notification was given to Ideal it was given on this basis, “We have 
decided to conclude a transaction with Monolith and we are notifying 
you that we are rejecting your bid.” 

To that extent the same thing was done at the meeting on Septem- 
ber 24 in Cheyenne. 

Mr. Moss. No, because you had a followup period after the meeting 
on the 8th, and Ideal on the 16th, I believe, submitted a new proposal, 
so there was a lapse of approximately 8 days that would not have been 
possible at the meeting at Cheyenne on the 24th, because you arrived 
at that meeting with the contract in your pocket, ready to do business. 

Mr. Moony. It was not quite that. I am sorry, I do not know what 
date you are talking about. 

Mr. Moss. Well, you notified on the 16th—— 

Mr. Exxiorr. What happened after September 8 ? 

Mr. Moopy. After the meeting of September 8 we had our in- 
formal discussion with the Bureau of Mines and decided that under our 
obligation to all bidders at the public opening, as the result of the 
June 21 bids, it was necessary for us to notify the bidders that we 
were going to reject those June 21 bids. That was the second bid. 
Now 

Mr. Moss. Well, now, the thing that I cannot understand is after 
that meeting, at which time you apparently gave some rather defi- 
nite indications to Monolith that you planned on doing business with 
them and certainly that was borne out by your further notification 
to ideal, that you were rejecting their bid and were about to conclude 
a sale with Monolith, why then in anticipation of the meeting of the 
24th did you not give the same information to Monolith regardin 
their bid and the fact that you were then negotiating with them aoe 
would in all probability conclude a sale with Ideal ? 

Mr. Extrorr. I do not think that the times are quite the same. 
When did we get the information from the Bureau of Mines and when 
did we tell Ideal and when did we hear from them ? 

Mr. Moopy. As I recall the timing, we did not have our conversa- 
tion with the Bureau of Mines until the 13th or 14th. Now, I am not 
clear at this moment 

Mr. Moss. On that one point right there: You never did go through 
with your commitment to get a formal statement ? 

Mr. Moopy. That is true, sir, because before we got around to for- 
malizing the informal understanding, we felt it was necessary to 
notify the other bidder. 

Mr. Moss. I understand that so clearly; but why was it not equally 
necessary in connection with the negotiations proposed for the 24th 
to do the same thing ? 

Mr. Moopy. Well, I really cannot explain to you, sir, other than the 
timing. 

Mr. Moss. Other than you just didn’t do it. 
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Mr. Moopy. The timing was different. 
Mr. Moss. The timing was different 
Mr. Moopy. Because events were occurring more rapidly. 

Mr. Moss. Why were events occurring more rapidly? Why was it 
necessary that they occur more rapidly? If it is fair to do it for one, 
why is it not equally fair and equally good policy to do it for the other ¢ 

Mr. Youncer. Mr. Chairman, will the gentleman from California 
yield ? 

Mr. Moss. Yes. 

Mr. Youneer. I am wondering if the testimony already submitted 
isn’t that one bidder had not been foreclosed from any future bid, the 
other bidder had said, “This is the last bid, I am not interested, don’t 
go back to me.” 

Mr. Moss. Mr. Younger, I would say as a real estate broker that if 
I walked away on every deal where I was told, “This is my final offer,” 
I would have sold about 50 percent of the property I did. I never 
expect a man to bid against himself, not unless he is a little soft- 
headed, and if a man said, “This is my final offer,” that never con- 
vinces me of one thing except that I have an opportunity to go back 
and get a better deal. 

Mr. Moopy. I would like to answer the specific question. 

We gave notice to Ideal, as I recall, September 14. The notice was 
simply that we were going to reject their bid in response to their in- 
quiry as to why we were going to sell the plant to somebody else. At 
that point it was our thinking. A bid came from Ideal a few days 
later. 

Mr. Moss. That is all very clear on the record but it is still not clear 
and I cannot understand cant the meeting on the 24th, where con- 
ditions were different. 

Mr. Moopy. Well, Mr. Moss, I did not consider they were different 
except that more time elapsed—the bidder was there, this whole thing 
was discussed—— 

Mr. Moss. You hadn’t notified the one bidder to be there? 

Mr. Moony. No. 

Mr. Moss. And unless he had notification I think then you should 
certainly have taken some steps to give consideration to the fact that 
they would feel that they were actively in negotiations rather than 
foreclosing them from future opportunity for consideration in the 
event you had changed plans in the meantime. 

Mr. Exxrorr. Mr. Moss, there is one point that has not been brought 
out. Ideal was not told they were not foreclosed from negotiating, 
or they were told that their bid was being rejected, as I recall the date, 
it was on the 14th that they were notified and the next day a tele- 

am 

Mr. Moss. No, Mr. Elliott, whether or not they were told, they 
were foreclosed—they were accorded the courtesy of a notice, they were 
certainly told that the bid then being considered was not sufficient 
and that on that basis at least they would not do business with GSA, 
and I cannot for the life of me understand why the same courtesy was 
not accorded at the meeting on the 24th to Monolith. You had not 
even notified them to be out there. How could they possibly 

Mr. Exxiorr. We had not notified anyone to be there. 

Mr. Moss. And yet you went to the meeting with a contract ready 
to do business. 
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Mr. Extiorr. We did not set up the meeting 

Mr. Moss. But you went out there with the contract in your pocket 
prepared to execute it. 

Mr. Exxiorr. Prepared to execute it if that met with local agreement 
and if 

Mr. Moss. Then your decision as it relates to Ideal was firm if it 
met local agreement ? 

Mr. Exxiorr. Not quite; if Ideal would agree to certain other con- 
ditions relating to antitrust and if we had no better offer at the time. 

Mr. Moss. I believe you were required by law to give consideration 
to the antitrust. 

Mr. Exarorr. That is correct, but for that reason we had to have a 
conditional agreement by Ideal. 

Mr. Moss. In other words, if you could get legal agreement by 
Tdeal and met with local agreement, you were prepared ? 

Mr. Exxrorr. Provided— 

Mr. Moss. But at no point in the considerations were you giving any 
recognition to the fact that you were then in negotiation with Mono- 
lith, ‘that you would not give them an opportunity to go into this meet- 
ing prepared to do further business? 

Mr. Exnrorr. Sir, as I said, providing we had received no other 
bids at the time. 

Mr. Moss. But you had not even notified them that their bid was 
rejected in order to give them an opportunity to prepare another 
bid? 

Mr. Exxiorr. Well, we did not notify Ideal—for that purpose. 

Mr. Moss. But you did notify them and they had a period of time 
in which to submit another bid and that was denied the Monolith 
people at the meeting of the 24th. 

Mr. Exrrorr. They did not submit another bid. 

Mr. Moss. Well, you did not even tell them that the bid was insuffi- 
cient ; how could they ? 

Mr. Exxrorr. They were told at the meeting and also let me remind 
you, sir, of the testimony in this record, mine and others, but cer- 
tainly mine, that at the meeting on September 8 Mr. Burnett had 
said, “This is my final offer, don’t come back to me, if they don’t like it, 
bring it to Ideal but don’t come back to me.” 

Mr. Moss. Well, that merely convinces me that Mr. Burnett is a 
fairly good businessman. I would not want to bid against myself 
either. 

T do not think that that in itself is justification for the failure of 
GSA to notify Monolith of the further bid from Ideal and the fact 
that they were at that moment going to have their bid rejected. 

Mr. Extrorr. Mr. Moss, very frankly, sir, I personally thought at 
that meeting and afterwards that if we did not make an arrange- 
ment with Monolith that Mr. Burnett was the man who had shaken 
his head at the auctioneer. 

I might also say, sir, I think that probably if we followed all the 
technical rules—and I am not using that in any wrong sense, prob- 
ably—but hindsight, a second guess, it would have been better to give 
Monolith, let us say, 24 hours’ notice. We did not do so. What w ould 
have happened had they been given that notice is, of course, only a 
matter of speculation. 

Mr. Moss. And I think very important speculation. 
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Mr. Exxiorr. But my own speculation is, sir, that it would have 
meant nothing because, as has been brought out in this record, as 
recently as last January, which therefore was 314 or 4 months after 
September 24, the letter from Mr. McBride to me merely stated that 
they wanted this opportunity so they would have an opportunity to 
match the Ideal bid. 

Mr. Moss. Well, of course, that subsequent development cannot be 
questioned, but the thing that does concern me is why, just as common 
practice in these negotiations, why to both sides what 1 would consider 
ordinary good business rules were not followed. 

Mr. Exuiorr. Well, sir, there is nothing implicit or explicit at the 
time of the bid opening—and, as I recall, everybody was going to be 
given another crack. 

Mr. Moss. Do you customarily notify a bidder that you are reject- 
ing their bid in advance of the-—— 

Mr. Exuiorr. I would like Mr. Peyton to answer that. 

Mr. Pryron. Yes—I would like to say, Mr. Congressman, that I 
have been turning over in my own mind some of your statements. 

I would think that in fairness—this development must be con- 
sidered in the framework of the negotiations with the Monolith Co. 
extending over several years. This wasn’t a snap judgment. 

Mr. Moss. How could you have negotiated for several years when 
you didn’t 

Mr. Peyton. Even when the Bureau of Mines had this property 
and 

Mr. Moss. But not GSA. 

Mr. Peyton. But let me finish. 

I began to be visited by Mr. McBride who wanted to tell me about 
his company, his interest in the plant and he felt that we should deal 
exclusively with Monolith Co. Further, in his opinion it was worth 
only $550,000. That went on for about a year and a half. 

Mr. Moss. But in the interest of brevity, I do not think that has 
a bit of bearing. You did not have control of the plant under law 
until it was declared surplus and made available to you for sale and 
only at that point could you possibly have commenced negotiations. 

Mr. Peyron. We did have control of the plant. It was in GSA 
inventory, under permit by the Bureau of Mines. 

Mr. Moss. Yes, but not for surplus disposal. 

Mr. Peyton. No. 

Mr. Moss. So until then you could not negotiate for sale. You 
might have had conversations. 

Mr. Peyton. That is right. 

Mr. Moss. But not negotiations. 

Mr. Pryton. That is what I intended to imply. We had had nego- 
tiations for several years with this company, not one but many, it was 
not something just brandnew that happened at Cheyenne overnight. 

Mr. Moss. Well, you feel that they were treated with the utmost 
fairness when at the meeting on the 24th you were prepared to con- 
clude a sale and yet you had not notified them ? 

Mr. Peyton. In the light of the whole history of this case; I do, sir. 

Mr. Moss. I am sorry, but I find myself in very strong disagree- 
ment. 

Mr. Mansure. Who called the meeting on the 24th? 
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Mr. Moony. There was testimony here that it was called by the 

Wyoming Natural Resources Board. 
fr. Mansure. We had nothing to do with calling the meeting, we 
were just asked to be present. 

Mr. Moss. No, but Mr. Mansure, you were a responsible Govern- 
ment agency. You were the only agency with authority to conclude a 
deal, and if you were going there or a representative was going there 
with authority from you to conclude a transaction, then I think it 
was important that both sides or both of those bidding be given the 
opportunity to at least know where they stood at the moment. 

Mr. Mansure. Well, you are correct, but we presumed that in view 
of the fact the local people were calling this meeting, that they had 
every interested party there at the meeting, because they were the 
ones that had the interest in having this plant continuing to operate. 

Mr. Moss. Well, but the agency was there representing the Govern- 
ment and they had the interest in seeing that the best possible deal 
was made and that we treat all people fairly when they deal with us. 
I think that is most important, regardless of who called the meeting. 

Mr. Moopy. Mr. Moss, I would like to say in more direct response 
to your question at this point—I see how you feel about it, but we 
certainly felt in our negotiations with both parties here who were 
actively trying to buy this plant, that we had bent over backwards 
as far as anybody could be reasonably expected to go, to Monolith 
in an attempt to let them have this plant on a basis that was fair to 
their interest as well as fair to the Government. 

We talked and negotiated with those people over a prolonged period 
of time in an effort to see if we could not come up with something 
that would reasonably come within their terms. 

Now, rightly or wrongly, sir, the judgment was exercised after the 
conclusion of this meeting in Cheyenne, and in view of this long his- 
tory of dealing with Monolith and in the light of the request that was 
made at that time, Mr. Klein and I sat down and discussed for a few 
moments. 

We had prepared this letter of intent which was prepared for no 
other reason than to enable us to conclude that deal if it would reach 
that point in Cheyenne 

Mr. Moss. You anticipated to conclude that deal if it did reach 
that point ? 

Mr. Moopy. Well, the best offer for a long time was $1,200,000, and 
we hoped to be able to conclude at that or a better figure; and no bet- 
ter figure was offered, and I am well satisfied that 

Mr. Moss. Well, I tell you, my concern perhaps is from a different 
cause than yours, but it seems to me when you get two people who 
have finally got to the point where they are seriously going to talk 
business, and they are really not far apart and as long as you have 
gotten into it, you might as well go ahead and play them along a little 
more and get the best that you could. That was not done by rejection 
of the bid without notification. 

Mr. Moopy. At some point, though, Mr. Moss, you must decide 
whether you need to go on any further. You cannot carry these 
things on forever. 

And I was firmly convinced, as I sat there 

Mr. Moss. Well, now 
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Mr. Moopvy. May I finish? I have been participating in these nego- 
tiations from the beginning and I was fir mly convinced, as I sat there, 
as I am firmly convinced at this moment, that had we extended the time 
for 2 days or 2 weeks or 2 months, Monolith would not have bettered 
the offer then pending. I may be wrong. 

Mr. Moss. Well, that is a very important conclusion, and I quite 
agree with you there, but if I were going to finally decide after pro- 
longed negotiations—and apparently you had the period from the 
27th of July to September 8 where no real effort. was made to better 
the bid—that I would perhaps set a date and notify both parties and 
tell them that at that time we are going to do business and do the best 
you could, but I certainly would not deny an equal opportunity or equal 
consideration to one party as opposed to ‘the other. 

Mr. Exurorr. Mr. Moss, there is one point. You said they were not 
far apart. While that was true on the money, they were poles apart 
on this matter of agreeing to keep the operation. Monolith had re- 
fused to have any stipulation i in the contract that they would operate 
the plant for 1 day. 

Mr. Moss. The time of refusal was, I think, the meeting where they 
assumed and apparently on rather substantial grounds, that they were 
the successful bidder. 

Mr. Extiorr. I don’t know what they assumed, of course, but that 
was at the meeting of September 8. But that was not the only time, sir, 
we had repeated conversations with Monolith before that. 

We were trying to get two things. One was to get the high dollar 
annd the other was to ‘keep this plant i in production with something so 
that you would have a payroll down there, you would have employ- 
ment, you would have local taxes, and you would have F ederal taxes. 

Mr. Moss. That raises another point that rather intrigues me. 

I notice that there are 21 companies here. Actually, there are 19 
because Harvey Machine Co. and Leo Harvey, I think, are one and the 
same, and Anaconda Aluminum and Anaconda Copper, of which Mr. 
Caples was president, seem to be one and the same. 

Now, why didn’t you go back then and contact companies more in 
the cement or aggregates or in some related field, companies that might 
be interested in this if there were no strings attached to it, other than 
to put it into production ? 

Mr. Exxiorr. Well, sir, our first offer to 19 companies, or perhaps we 
should say 20 companies, since that Anaconda was an affiliate—there 
were strings attached to the use in place 

Mr. Moss. I understand that you had 

Mr. Exxiorr. There were requirements as to the use in place but not 
as to the method of use. 

Mr. Moss. I understand that you had some conditions as to test runs 
on alumina for a period of time. 

Mr. Exxtorr. No, sir; that was an alternate given at the second bid 
opening when there were only three bidders. 

Mr. Moss. Nostrings were attached to the first offer ? 

Mr. Extiorr. Yes; the use in place, but no strings at all as to the 
type of use. 

Mr. Moss. And these 21 firms listed here—was this list compiled by 
GSA or was it as the result of inquiries received by GSA following the 
publicity and the one insertion in the Wall Street Journal ? 
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Mr. Exnsorr. It was compiled by our regional director. To what 
extent he compiled it on the basis of inquires received, I do not know. 

[ do know that he did it on the basis of his judgment and informa- 
tion that we submitted to him. 

For instance, it so happened that one of the representatives of the 
Harvey Machine Co. had called me on an entirely different matter, 
and knowing that they bought this plant in Oregon I asked if they 
were interested in another pl: unt, and they said they did not know, 
they were not aware of it. 

And I ealled the Reynolds Metal Co., I believe, and asked if they 
were interested, and they said that they had not known. So, one of 
the things that we said to the regional direc ‘tor was, “ Advise and send 
notifications to all of the aluminum companies.” 

Mr. Moss. Even though you were not conditioning the plant on the 
production of alumina, you were asking to send notices to all the cement 
companies and aggregate c ompanies ¢ 

Mr, Exniorr. Yes; we thought it was appropriate and specifically 
mentioned Monolith in our memorandum to the regional director. 

Mr. Moss. I notice one additional one. Marquette has apparently 
been informed of the offering. 

Mr. Brooks. Do you have any further questions, Mr. Moss? 

Mr. Moss. Yes, one further question that gets back to this charge of 
Mr. McBride. He states that the specifications, the second alternative 
in the offering of June 2 or the request for bids on June 2, restricted 
it to alumina production for a period of 1 year at the full rated ca- 
pacity of 60 tons a day. 

Now, that seems to evoke some comment and some disagreement. 
Was the plant capable of producing for a year at 60 tons a day or was 
there a letter from the Bureau of Mines indicating that it could only 
produce 30 tons a day unless substantial changes were made ? 

Mr. Youncer. Will the gentleman yield on that ? 

Mr. Moss. I would prefer to get an answer and then I will be happy 
to yield. 

Mr. Moopy. It was our understanding the plant had a rated ca- 
pacity of 60 tons a day and could be brought up with certain changes 
that were disclosed by the Interior Department, Bureau of Mines, test 
operation and I believe, sir—I am going on recollection because I have 
not had an opportunity to check this file, but I believe that there is a 
letter on file from the Bureau of Mines to the Office of Defense Mobil- 
ization which indicates that they did not want to spend the money 
necessary to bring it up, but it was then in operation and it had only 
gotten up to some tonnage, less than the rated capacity ‘eally don’t 
know what the figure was. 

Mr. Brooks. Thirty, is that correct ? 

Mr. Moopy. I do not know. That is what they testify, but I don’t 
remember. It sounds right to me. 

Mr. Moss. I have no particular interest in pursuing this point, but 
if it is going to be given important attention here, I would like to know 
from the Bureau of Mines whether the plant is capable of operating 
at 60 tons a day or in their judgment is not capable of operation with- 
out changes and if so, how much time it would take to make the 
changes and see if it would have been possible to meet the specifica- 
tion. 
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Mr. Moopy. I would like to add, if I may—— 

Mr. Brooks. Yes. 

Mr. Moopy. On that particular point, that the representative of the 
Bureau of Mines who had been designated as liaison on that point, Mr. 
Delwin Blue, who was chief of the Light Metals Branch, participated 
in and approved this invitation before it was issued. 

Mr. Moss. Well, I assume you were advised on that and I would like 
to know if the advice was bad and who was responsible for giving it. 

Mr. Youncer. Would you yield? 

Mr. Moss. Yes,I haveto. I have to go to the floor. 

Mr. Youncer. Following that same point, which was one of the 
reasons why Mr. McBride said he felt that the specifications were so 
drawn as to exclude other bidders, he uses the 30 tons per day or one- 
half of the plant’s rated capacity—that is from his testimony on page 
249, 

Now, when Mr. Williams took the floor, and Mr. Williams is the 
Monolith superintendent at Laramie of the operations, he used the 
expression that, and I quote—well, in my questioning of Mr. Williams 
on page 312 of the testimony, I asked him: 

On page 2, at the bottom of the page, you refer to this design for a 60-ton pilot 
plant. Is that true? 


He said: 


That is the design. 

I said: 

Well, I mean 60 tons. 
Mr. Williams said: 


Sixty tons per day it was designed for. 

Mr. Younger. Is that its designed capacity, 60 tons? 

Mr. WILLIAMS. That is its designed capacity as it was put on the blueprints; 
yes. 

Mr. YounGeER. It was built according to blueprints? 

Mr. WILLIAMS. That is correct. 


Now, Mr. Williams, the plant manager over there—and that was a 
design of their own and that was the design that was sold to the Gov- 
ernment, it was 60 tons, and he still holds the production to 60 tons, 
so I do not see how they could be incensed at the fact that the specifi- 
‘ations were drawn according to their own design, their own plant, 
and their own construction, in the presentation to the Government. 
That is the thing I cannot understand. 

Mr. Brooks. Mr. Reuss, any questions ? 

Mr. Reuss. Yes. I am not concerned now with passing judgment 
on whether GSA was in any way remiss in the conduct of these negoti- 
ations or whether Monolith was or was not exasperating in its conduct 
of the negotiations from its standpoint, but I have one question which 
seems to me important. 

The representative of Monolith did testify in response to a question 
I asked him the other day that Monolith was prepared to pay a sub- 
stantial sum more than Ideal had bid. 

I am not sure exactly what he said, but my recollection was that it 
was something in the area of $100,000 more. 

So I ask this question: Why does not GSA now at this late time, 
despite all of the water that has flowed under the bridge, go ahead 
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and firm that up with Monolith and then go around to Ideal and find 
out if they will offer a cigar more and then take that bid which pays 
the taxpayer the most dollars? 

Mr. Mansvure. I think that is a very good question, but we never 
knew they were willing to pay more 

Mr. Reuss. Until the other day. But now that we do know, why 
don’t we just barge right ahead and get the best possible deal for the 
Government ? 

Mr. Ex.iorr. Could I comment ? 

Mr. Reuss. I wish you would. 

Mr. Exuiorr. As I recall, Monolith’s representative’s testimony on 
that point was conditioned upon having an engineering survey and 
having their engineer satisfied 

Mr. Reuss. Yes, but why can’t that be done? 

Mr. Exxiorr. And, second, sir, as I recall the testimony—it speaks 
for itself, of course—no mention was made about a condition of use 
in place. 

Mr. Reuss. When I asked Monolith I was not in the position of 
knowing, 1 did not know what they had to say, but I was under the 
impression that Monolith was saying, “Look, we are not just wasting 
your time, we want to give the Government a better deal.” Now, I 
don’t care what was going on before, let us get that figure. 

Mr. Mansvure. Is there any reason why we could not take addi- 
tional bids? 

Mr. Ex.iorr. Well, sir, we have a contract with Ideal conditioned on 
two things; one was antitrust clearance which we had, and the other 
clearance of the two congressional committees. 

Mr. Reuss. But that second condition is now in process of 

Mr. Exxiorr. And the other factor that I was trying to bring out— 
not what should or should not be done, but just having all the facts 
on the table, the Ideal people testified, as I recall, that they did not 
know whether or not they would submit another offer or even submit 
this present offer, if it was thrown out and it was opened up again. 

Mr. Brooxs. Well, of course, that wouldn’t have any bearing, if we 
got more money, you are not worried about that. If you got more 
from Monolith, you would not worry about Ideal. 

Mr. Exviorr. Well, that is canes but what I am getting at is, let 
us consider the facts and the facts are these: As I recall the Mono- 
lith testimony, all they said that they would do would be that subject 
to an engineering survey they would bid a substantial sum of money 
more, and I do not recall anything, as I said before, any testimony 
as toa condition of use of the plant in place. 

Mr. Brooks. As I recall the testimony, and I think I was listening 
as closely as most of the folks, and I don’t believe I missed too much 
of it, their testimony was that they would pay a substantial amount 
of money more than Ideal, provided the plant was in the same con- 
dition and that they w ould’ want to send engineers to inspect the plant 
to see that it was in the same condition, and that the $150,000 or 
$200,000 or alternations and changes made by Ideal with the permis- 
sion of the GSA would not have disrupted its potential use as an 
alumina and cement installation. 

That is my understanding, and if you don’t think that is right, we 
can go and get the testimony in detail. 

Mr. Exuiorr. That is according to my recollection. 
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Mr. Youncer. Mr. Chairman, along that same point, would the 
chairman yield ? 

Mr. Brooks. Yes. 

Mr. Youncrer. When you speak of more money, I am wondering 
whether the GSA has rather drawn a conclusion which seems to be 
apparent to me, that unless this was sold to Monolith, probably on 
a cash basis, there is a prob: ability you would just be having a lawsuit 
sooner or later—that is the history of the whole negotiations back 
through a period of years, on the charges against the RFC and the 
War Production Board and now the GSA, and this other department 
over here, that unless the bids were made on a purely and absolute 
cash basis, that even though there was more money, you would still 
stand to run into a lawsuit in enforcing of a contract which might 
lose more money in the end than now. 

Mr. Mansure. Well, we would want cash bid. 

Mr. YouNGER. That isr ight. 

Mr. Brooxs. Do I understand you want a cash bid from all the 
persons bidding on this property ? 

Mr. Mansure. We want to be sure that they are going to take it 
and that it will not be back on our hands. 

Mr. Brooks. You have never made that proposition before. Of 
course, it is subject to your own administrative decision as to how 
much would be accepted as down payment and what the amount would 
be—I don’t believe we have to go to cash—— 

Mr. Mansure. Well, the only way I could answer that—when such 
irrational statements are made as I cited here, this has been going on, 
from the first I knew of this operation, a ridiculously low offer, ridi- 
culously small offer was made on the plant and I presume with the 
expectation of getting it—and I like to deal with people who seem to 
be serious in buyi ing the property. 

Mr. Brooks. Of cour se, Ideal bought two of the same type of plants 
at about 10 cents on the dollar. Not under your administration, I want 
to give you full credit, and I wish we had a chance to look into those, 
too. 

Mr. Exxtorr. Ideal did not buy any alumina plants from us. 

Mr. Brooks. Well, they bought two plants, one in Mobile or Baton 
Rouge—I think it is in the testimony — 

Mr. Extiorr. It is in the testimony, I think; but no alumina plant. 

Mr. Brooks. No, large industrial plants of this same picture. 

Mr. Exniorr. Cement plants. 

Mr. Brooxs. Cement plants, which are very similar to this plant 
which could make cement. 

Mr. Youncer. Mr. Chairman, I think the testimony was they were 
experimental plants similar to this. I don’t know which ones they 
bought, but the four that were sold under the previous administration 
for far less percentage than this bid is, were sold and they were experi- 
mental plants very similar to this one apparently, from the testimony 
as I remember it. 

Mr. Brooks. Do you have any questions, Mr. Krueger ? 

Mr. Krvrcer. Well, Mr. Chairman, I would like to state that there 
seems to be a lot of difference of opinion here as to how to get the most 
money for the plants that the Government is selling. 

Mr. Brooks. That is right. 
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Mr. Krurecer. That is our primary concern. 

Mr. Brooks. Yes, sir. 

Mr. Krurerr. And I do not think that the committee should be 
much concerned about who is getting in the doghouse, GSA or any 
other agency, as long as we are getting more money for the plant for 
the Government, that is what we are interested in. 

Mr. Brooks. I think you have stated very consisely our primary 
interest. We are not interested in either reflecting on either Monolith 
or Ideal; our sole objective is to see how we can get the best possible 
deal for the United States public which is interested in this through 
GSA. 

Mr. Krurcer. Another thing, Mr. Chairman, is that Monolith’s 
officials have definitely stated, “Don’t come back to us for any addi- 
tional bids.” 

Now, if I was doing business with anybody I would certainly not go 
running around begging them to come back to make another bid. | 
think this thing has been dragging long enough. Let us get a sale of 
the property and get it over with. 

Mr. Brooks. Even with an offer for more money pending? 

Mr. Krurcer. We haven't an offer for more money. 

Mr. Brooks. I think the testimony would seem to reflect to me that 
they were willing to put up more money, as I remember it. 

Mr. Krurcer. Mr. Chairman, I have heard the testimony and they 
say, “We will better the bid here, in a few days we will better the bid 
of the Ideal” 

Mr. Brooks. “Better the bid”? 

Mr. Krurcer. That is the way I understand it as I heard it. 

Mr. Brooks. Mr. Reuss. 

Mr. Reuss. If Mr. Krueger would yield for a moment, I would say 
on that that I was sitting here too when the Monolith representative 
testified, and I was by no means satisfied with the clarity of his offer. 

However, there is a perfectly good way of smoking out an offer and 
that is to send them a registered letter, properly phrased and say in 
effect, “fish or cut bait.” 

Mr. Krvrcer. That is right, and Monolith has not agreed to put in 
writing certain provisions that the GSA called for and I have not 
heard them say in the testimony that they would 

Mr. Brooks. I don’t quite follow. Provisions for what ? 

Mr. Krurcer. Operation of the plant. 

Mr. Youncer. Operation of the plant. 

Mr. Brooks. Neither of those provisions are necessary in the other 
bid? 

Mr. Reuss. Neither did Ideal. 

Mr. Youncer. Yes, didn’t they 

Mr. Moony. The ideal contract includes condition to operate the 
plant in place 10 years, 

Mr. Brooks. In-place operation for 10 years. I think if you will 
draft. the conditions you want to establish and submit them to both 
parties, conditions which would allow them both to use it for alumina. 
if they could do that, because that would develop our anorthosite de- 
posits which would give this country, I think, a little more security, 
and I think that is some consideration to it, and offer it to them and 
give them a cutoff date, and then you will have nobody complaining 
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that they did not get a fair shake, nobody complaining to the United 
States Government as represented by Mr. Mansure’s age ney did not 
get every dime for this piece of property. 

Mr. Exuiorr. One other thing, Mr. Chairman, that Mr. Moody has 
not brought out, and I am sorry, on that meeting of the 24th when 
Monolith was notified of the rejection of the bid—I was not present 
at the meeting, but those who were tell me that Monolith did not at 
that time offer or ask to have an opportunity to submit a better bid. 
All they asked for was that everybody have another chance 

Mr. Brooks. Inc luding themselves ? 

Mr. Exxiorr. Including themselves, but they did not do as Ideal 
did before, “We will make a firm offer to improve the bid.” 

Mr. Brooks. Now, gentlemen, we had an agreement here from Mr. 
Mansure and I know he is late—I don’t know, did you, Mr. Elliott, or 
vou, Mr. Moody, intend to put any further testimony in the record ? 

Mr. Exxiorr. Not unless you wish. 

Mr. Brooks. Then at this point if there are no further questions of 
Mr. Mansure, I would like to recess, subject to call of the Chair. 

We will, gentlemen, go over this Reclamation file. 

Prior to recessing, 1 have one more letter from the file of the GSA 
that I think would be of real interest. 

It is dated July 1, 1947, in which Mr. John Goodloe, the Chairman 
of the Reconstruction Finance Corporation, was notified by Mr. Chris 
Dobbins, vice president and general manager of Ideal Cement Co., 
of a sincere interest in this particular alumina plant at Laramie. I 
would like to put that in the record. 

(The letter referred to is as follows:) 

IDEAL CEMENT Co., 
DENVER NATIONAL BUILDING, 
Denver 2, Colo., July 1,194 
Mr. JOHN D. GoopDLor, 
Chairman, Reconstruction Finance Corporation, 
Washington, D. C. 

DeaR Mr. Goopitoe: This note is to confirm the conversation over the tele- 
phone between you and our Mr. M. O. Matthews yesterday in regard to the 
alumina plant at Laramie, Wyo. As outlined to you by him, it has been our 
understanding sometime past that the Monolith Co. has sued the RFC for some 
staggering amount. Just recently we heard that there was some possibility of a 
settlement. 

The Ideal Cement Co. last year bought the sister plant at Mobile, Ala., and 
has since converted it to the production of portland cement in that area. When 
and if the Larmie plant is disposeed of, the Ideal Cement Co. is keenly inter- 
ested in submitting a bid. 

It is the intention of Mr. Matthews and me to be in Washington toward the 
end of next week, and as indicated, we should like very much to see you on 
Monday or Tuesday, July 14 or 15. 

Very truly yours, 
Cris DoBBINS, 
Vice president and general manager. 

Mr. Brooxs. If there are no further points, we will adjourn sub- 
ject to call of the Chair. 

(Whereupon, at 12:20 p. m., the hearing was adjourned.) 
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NEGOTIATED SALE OF A GOVERNMENT-OWNED PLANT 
NEAR LARAMIE, WYO. 





TUESDAY, MAY 3, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON SpecrAL GOVERNMENT ACTIVITIES OF THE 
CoMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D @, 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1501, New House Office Building, Hon. Jack Brooks (chairman of 
the subcommittee) presiding. 

Present: Representatives Brooks (presiding), Dawson, Moss, Reuss, 
Hardy, Riehlman, Younger, and Krueger. 

Also present: William Huskey, investigator for the subcommittee ; 
Vernon McDaniel, staff director of the subcommittee; and Chesley 
Prioleau, clerk of the subcommittee. 

Mr. Brooks. The subcommittee will come to order, and I would 
like at this time to put in the record substantially a review of the 
Reclamation files that the staff and I have gone over since our last 
meeting, at the request of Mr. Younger and yourself, Mr. Moss, and of 
some interest being expressed by Porter Hardy. Also, I want to put 
in the record, for the interest of the committee, the letter from Mr. 
Dobbins of Ideal, agreeing to a voluntary 30-day extension of the 
contract period. We have the request by Mr. Elliott and accept- 
ance by Ideal, which I think I will just put in the record rather than 
read it. That’s what it does. 

Mr. Moss. Isthat until May 11? 

Mr. Brooks. The request was April the 25th, referring to a letter 
of the 7th, and the acceptance was dated April 13, 1955, and signed 
by Cris Dobbins. 

Mr. Moss. That extends the period until when? 

Mr. Brooks. It extends it from our original request to May 10, 
poss' bly the 11th, depending on the interpretation. . 

(The letters referred to are as follows :) 

GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 7, 1955. 
Re: Alumina Plant, Laramie, Wyo., (R-Wyo—405). 
Mr. Curis DosBINns, 


President, Ideal Cement Co., 
Denver National Building, Denver, Colo. 

DEAR Mr. Dospstns: By letter of March 11, 1955, you were notified of sub- 
mission on that date to the House and Senate Committees on Government Opera- 
tions of the report of proposed sale of subject plant to your company. 

Under paragraph 15 of the letter agreement of September 24, 1954, the proposed 
sale becomes final and binding with 30 days after submission of the above report 
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unless terminated within such 30-day period as a result of consideration of the 
proposal disposal by the aforesaid committees. 

Enclosed is self-explanatory letter of March 29 from Congressman Jack Brooks, 
chairman, Special Government Activities Subcommittee, Committee on Govern- 
ment Operations, House of Representatives, requesting that we arrange for a 
postponement of the effective date of the proposed sale for a period of 30 days 
pending further consideration of the sale by that subcommittee. 

We understand that you are agreeable to such postponement. 

Therefore, please indicate, in the space provided on the copies hereof your 
assent to postponement until May 11, 1955, of the effective date of the proposed 
sale within the meaning of above-cited paragraph 15 of letter agreement of 
September 24, returning three signed copies for our files. 

Cordially yours, 
EpMUND F, MANSuRE, Administrator. 

Accepted this 13th day of April 1955. 

IDEAL CEMENT Co. 
CHRIS DoBBINS. 





GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 25, 1955, 
Re: Alumina Plant, Laramie, Wyo. (R-Wyo-405). 
Hon. Jack Brooks, 
Chairman, Special Government Activities Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington 25, D.C. 


DeAR Mr. Brooks: Our letter of the 7th, forwarded a copy of our letter of 
the same date to Ideal Cement Co. requesting their assent to postponement for 
30 days of the effective date of the proposed sale within the meaning of para- 
graph 15 of the letter agreement of September 24. 

inclosed for your information is a copy of such assent executed by Ideal 
Cement Co. on April 13. 

Sincerely yours, 
MAXWELL H. ELviort, 
General Counsel. 


Mr. Brooks. Now, I have an explanation by Mr. Maxwell Elliott 
of the GSA counsel staff, an explanation of this August 3, 1954, memo 
from their files. The memo is included in the letter and so I’d like 
to read it so you will get what the picture is in their explanation: 


Apri 25, 1955. 
Re Alumina Plant, Laramie, Wyo. (R-Wyo-405). 
Hon. Jack Brooks, 
Chairman, Special Government Activities Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington 25, D.C. 

DrarR Mr. Brooks: The following unaddressed and unsigned writing dated 
August 3, 1954, contained in our files on subject plant was inserted in the record 
during the hearings before your subcommittee on April 19: 

“The statement was made on June 21, 1954, at the opening of offers on the 
alumina plant at Laramie, Wyo., that GSA would give the offers received care- 
ful consideration and that the offerers would be advised of the decision made 
in about 30 days. 

“Accordingly you are advised that your company’s offer is hereby rejected, 
since the Administration has decided to sell the property for continued use in 
place, only, with however, no condition imposed as to the end product to be 
produced by the purchaser. Interest at the rate of 5 percent per annum will 
be charged on a term sale. 

“It is requested that you advise us not later than 5:15 p. m. d.s. t., August 15, 
1954, the final offer your company is willing to make for the property, on the 
basis stated herein.” 

You asked that we attempt further identification of the writing and explain 
its significance. 

Mr. Thomas L. Peyton, Director, Real Property Division, who testified during 
the hearings, advises that he believes that he drafted the writing as part of a 
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proposed bid rejection letter to be sent to all bidders who had submitted bids 
for the property. At the time, it was our feeling that the then pending bids 
were not acceptable. 

The proposed notice did not issue. 

Sincerely yours, 
MAXWELL H. ELLiorrt, 
General Counsel. 

The reason we had asked about that particular memo, Mr. Krueger, 
was it looked like something that had been sent’ to Ideal because it 
reflected that they had decided to sell the property under different 
circumstances from the original bidding. In other words, in this 
instance they were going to sell it for continued use in place, but no 
condition as to what you had to make out of it. 

In other words, you didn’t have to make alumina, you could make 
aggregate or something else. 

This was dated August 3, whereas the official notification to these 
people didn‘t go out until September 14, so it looks like they had 
been thinking for some time about changing the stipulation under 
which they would sell the property. 

Now, we had these questions of the Bureau of Reclamation, and I 
think that we have pulled sufficient letters out of the file to represent 
a clear analysis of what Monolith and Ideal’s positions were with 
the Bureau of Reclamation, which you, Mr. Moss, and Mr. Younger 
were particularly interested in. 

Mr. Kruecer. That’s regarding their furnishing of power ¢ 

Mr. Brooks. Of power. 

And then Mr. Hardy had some question as to whether Monolith 
had intended to make alumina actually, all of which seems to be 
brought out in this file. 

On December 17, 1953, Monolith made application for an addi- 
tional 500 kilowatts. 

On December 29, 1953, the Denver Office of the Bureau of Reclama- 
tion advised Washington that custody of the plant will return to 
GSA from the Bureau of Mines, June 30, 1954. 

(The document referred to is as follows:) 


GENERAL SERVICES ADMINISTRATION, 
April 27, 1955. 
Subject: Laramie, Wyo., alumina plant. 


INFORMATION FROM BUREAU OF RECLAMATION FILE 


(Monolith has had a 10-year contract for 2,500 kilowatts) 


December 17, 1953: Monolith makes application for an additional 500 kilo- 
watts. 

December 29, 1953: Denver advises Washington that custody of plant will 
return to GSA from Bureau of Mines, June 30, 1954. 


Mr. Brooxs. On May 6, from Washington to Denver, the regional 
director, on the subject of transmission facilities to the Monolith 
Portland-Midwest Co.—North Platte River district. 

(The letter referred to is as follows :) 


May 6, 1954. 
To: Regional director, Denver, Colo. (Attention: C—600 and C—S800.) 
From: Assistant Commissioner. 
Subject: Lease of transmission facilities to Monolith Portland-Midwest Co.— 
North Platte River district (Missouri River Basin project—western division) 


In our letter to you dated April 27, 1954 (subject: Lease of transmission 
facilities—North Platte River district), you may have obtained the impression 
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it was our intent that you make a lease entirely separate and independent of 
the power sales contract with the Monolith Portland-Midwest Co. if the lease of 
the transmission facilities was found to be desirable. It now appears that, in 
order to avoid certain complications that might arise under a separate lease, 
any lease of this nature should be made in conjunction with the new or extended 
power sales contract. It can then be handled in the usual channels in proc- 
essing power contracts. 
H. F. McPuHatn. 


Copy to: District manager, Casper, Wyo., Attn: C-600 and C-800, 


Mr. Brooks. The next letter is June 3, 1954, to the Denver district 
manager, Casper, Wyo., from the Assistant Director, Bureau of Recla- 
mation. The subject is: Lease of transmission facilities to Monolith 
Portland-Midwest Co.—North Platte River district—Missouri River 
Basin project, western division. 

(The letter referred to is as follows :) 

JUNE 3, 1954. 
To: District manager, Casper, Wyo. 
From: Assistant Director. 
Subject: Lease of transmission facilities to Monolith Portland Midwest Co.— 

North Platte River district—Missouri River Basin project, Western Division. 

(Attention : C—600.) 


1. I concur with the instructions contained in the Commisisoner’s letter to the 
Director, dated May 6, 1954, a copy of which was sent to you. 
2. We note that contract No. 12r—15132 for sale of power to Monolith Portland 
Midwest Co. expires July 31, 1954. 
BE. V. LINDSETH. 
Copy to: Commissioner (in triplicate). Attention 630. 


Mr. Brooks. On June 4, 1954, from Denver to Washington, a speed- 
letter to the Commissioner from the Assistant Director, indicating the 
following. 

(The letter referred to is as follows :) 


Speedleter, June 4, 1954. 
To: Commissioner. 
From: Assistant Director. 
Subject: Proposed sale of power to Monolith Portland Midwest Co.—Missoui 
River Basin project, Western Division. 
(Attention: 600.) 


1. Please refer to the telephone conversation of June 4 between Messrs. Talia- 
ferro and Baker, and Messrs. Lee and Caperton of this office in regard to the 
above subject. 

2. I am enclosing a copy of a teletype we received from the Casper office on 
June 3 which I believe contains all of the background concerning Monolith’s 
request for 6,000 kilowatts. 

3. I might add that officials of the State of Wyoming have been trying for some 
time to get the alumina plant into operation for the production of some useful 
product, and General Services Administration has been trying to find a suitable 
purchaser for the plant. 

4. Any power for operation of the plant in the immediate future must come 
from the Bureau of Reclamation, either directly or through a local utility, which 
most logically would be Western Public Service Co. at Laramie. The proposed 
allocation of power for the Western Division allows 3,500 kilowatts for the 
alumina plant. 

5. Monolith’s present contract for 2,500 kilowatts, which covers the operation 
of only its cement plant, expires July 31, 1954, and, in any event, a decision on 
its renewal must be made soon. 

6. Since the question of a power supply undoubtedly will influence the course 
of negotiations between Monolith and GSA, we would appreciate an early decision 
as to whether we may commit 6,000 kilowatts to Monolith. 

FE. V. LINDSETH. 

(In triplicate. ) 

(Enclosure.) Copy to: District manager, Casper. Attention C-630. 
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[Teletype] 


Casper 97 to Lkwd 568. Attn. 7-600. June 3, 1954, 2.15. CP-DNT-57. 
Subject : Sale of power to Monolith Portland Midwest Co. 

Mr. Ray Dingler, of Monolith Portland Midwest Co., called this morning stat- 
ing that indications are now that they will obtain the Laramie alumina plant 
which has been declared surplus. Mr. Dingler wants to know if their contract 
rate of delivery can be increased to 6,000 kilowatts in 1955 to supply both their 
present cement plant and the alumina plant. The company’s present contract 
rate of delivery is 2,500 kilowatts. In their application for power they asked 
that this increased to 3,000 kilowatts to operate the cement plant. 

Relative to the transmission line between our substation and the cement plant, 
Mr. Dingler indicated the company would be agreeable to either leasing or 
acquiring it as would work out best for the Bureau. 

The company is interested in getting an answer as soon as possible, inasmuch 
as this is probably affecting negotiations with General Services Administration 
on acquisition of the alumina plant. The present contract. with the alumina 
plant has been with the Bureau of Mines for 3,500 kilowatts. 

Advise if the 6,000 kilowatts can be made available to the Monolith Portland 
Midwest Co. for operation of their cement and alumina plants, either through 
direct allocation of power or present contract increased to 3,000 kilowatts and 
transfer of contract with Bureau of Mines to Monolith Portland Midwest Co. 


SENSINTAFFAR, Acting, C-600. 


Mr. Brooks. Then, on August 3, from the Acting Assistant Com- 
missioner to the regional] director, Denver. 
(The letter referred to is as follows:) 


Reference is made to your teletype of July 22, 1954, on the above subject, and 
to a subsequent telephone conversation on July 28 between Mr. Lee of your office 
and Messrs. Taliaferro and Baker of this office. This letter will confirm the 
statements made by Messrs Taliaferro and Baker to Mr. Lee. 

You are authorized to negotiate either a supplement or a new contract with 
the Monolith Portland Midwest Co. for a period not to exceed 10 years, and on 
the conditions as set out in the last paragraph of our memorandum of June 11, 
1954 to Assistant Secretary Aandahl and approved by Assistant Secretary 
Aandahl on June 15, 1954. This will permit Monolith to continue with its 
present contract rate of delivery for firm power of 2,500 kilowatts and to increase 
its contract rate of delivery by 3,500 kilowatts (total 6,000 kilowatts) upon its 
acquisition of the alumina plant of the Bureau of Mines near Laramie, Wyo. 
This supplement or contract must contain a provision, as indicated in the June 
11 memorandum and in our letter dated June 18, 1954, giving the Bureau the 
optional right to transfer the contract at any time to any utility operating in the 
area. 

When the draft of supplement has been prepared, please forward the usual 
copies to this office for a review concurrently with its submission to Monolith. 
Eventually, the contract must be submitted to the Department for approval 
before its execution by you. You will, of course, submit to us at the proper 
time the necessary WP-1 forms with a comprehensive explanation. 

As stated in the telephone conversation of July 28 you are authorized to 
continue service to Monolith under the present contract until a new supple- 
ment or contract is consummated or until further word from this office. 

As a result of recent conferences with representatives of Monolith we would 
appreciate a brief statement as to the reasons for your July 2 proposal to extend 
the contract for 1 year as indicated in recent correspondence from the North 
Platte River district office, in view of the longer term approved by the Secretary 
and apparently desired by the company. 

BE. V. LINDSETH. 
Copy to: 
Regional Counsel, Denver, Colo. (attention : 7-155). 
District Manager, Casper, Wyo. (Attention : C-630). 
Assistant Secretary, Water and Power. Attention: Mr. Plucknett). 


Mr. Brooks. The next document of interest in this record is dated 
August 12, 1954, from the Commissioner to the acting assistant di- 
rector. 
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(The letter referred to is as follows :) 


1. Please refer to your speedletter of August 3 in regard to the above subject. 

2. The reason we proposed a 1-year extension of the contract, even though 
a 10-year extension had been authorized, was our hope that within a year the 
situation would crystalize so that we could dispose of the 13.8 kilovolt feeder 
circuits from the Laramie substation to the Alumina and cement plants. At 
present 3 customers—Monolith, the alumina plant, and Carbon Power & Light— 
are served from the circuits. Carbon Power & Light is expected to move its 
delivery point to the Laramie subsection in a few months. If Monolith should 
acquire the alumina plant it would then be the only customer served over the 
feeder circuits, and should therefore own the circuits. 

3. Our Casper office is very anxious to be relieved of the burden of operating 
and maintaining the feeder circuits, and assures us that Monolith is willing to 
lease the circuits for $250 per month and to maintain the circuits at its own 
expense. This would be an excellent arrangement for the Government, but we 
must of course reserve sufficient capacity in the circuits to carry the alumina 
plant so long as the Government owns it and to carry Carbon Power & Light until 
it moves its delivery point to the Laramie substation. Your letter of May 6, 
1954, to this office, subject “Lease of transmission facilities to Monolith Portland 
Midwest Co.,” stated that a lease of this nature, if made, should be made in con- 
junction with the new or extended power sales contract. 

4. In attempting to prepare a supplement to the existing contract, it became 
apparent that such instrument would be entirely too complicated and confusing to 
be practical. We therefore prepared an entirely new contract. 


Mr. Brooks. Then from Casper, August 13, 1954, to the regional di- 
rector, Denver, from the acting district manager, subject: Proposed 
Sale of Power to Monolith Portland Midwest Co.—Missouri River 
Basin project, western division. 

(The letter referred to is as follows :) 


1. Please refer to the acting assistant director’s letter to the Commissioner 
dated August 12, 1954, on the above subject. 

2. We wish to emphasize the present complicated operating problem of the 
18,800-volt duplicate feeder circuit to Monolith Portland Midwest Co. and the 
alumina plant. At present we maintain no personnel in Laramie and when any 
trouble does occur on these feeder circuits, we have to send patrolmen from 
Cheyenne to Laramie and this has resulted in several long outages to Monolith 
during the past year. As long as we operate and maintain these feeder circuits, 
this situation will continne. The easy solution to this problem and one which 
the Monolith Portland Midwest officials have agreed to, is attached to the acting 
assistant director’s letter dated August 12. Under this arrangement, the com- 
pany will be entirely responsible for operation and maintenance of these circuits 
and our responsibility will be only to maintain the substation. 

3. Yours and the Commissioner’s consideration of this proposal under which 
the Monolith Portland Midwest Co., operates and maintains the 13.8-kilovolt dupli- 
eate circuit is highly desirable from the standpoint of economy and from the 
standpoint of an agreeable working arrangement. 

R. M. SENSINTAFFAR, 
Acting District Manager. 
Copy to: Commissioner (in triplicate) (attention 630 (via airmail special 
delivery) ). 

Mr. Brooks. I have another letter here. It is dated August 31. 1954, 
to Monolith Portland Midwest Co. and signed by R. M. Sensintaffar. 

(The letter referred to is as follows :) 

MonoritH PorRTLAND Mipwest Co., 
643 South Olive Street, Los Angeles 14, Calif. 
(Attention: Mr. Bert Oberg, general superintendent of operations.) 


GENTLEMEN : Reference is made to several telephone conversations and a recent 
meeting with Mr. Oberg in this office. As a result of these discussions we have 
prepared a draft of contract for furnishing electric service to your cement plant 
and provision has been made therein for furnishing electric service to the alumina 


plant should your company acquire it from the United States. Further, provision 
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has been made in the draft for the license of our 13.8-kilovolt double-circuit feeder 
circuit to your company. 

I believe that Mr. Oberg will find this draft to be in form satisfactory to your 
company, as its provisions are essentially the same as discussed with Mr. Oberg 
in this office. 

Your officials are requested to review the draft and submit their comments 
and/or approval of the draft to this office at their earliest convenience. 

If your officials concur with us, that we believe the draft is in form satisfac- 
tory to your company, the contract will be prepared in final form and resub- 
mitted for your officials’ signatures. 

Very truly yours, 
R. M. SENSINTAFFAR, 
Superintendent of Power. 
(Enclosure. ) 
Copy to: 

Mr. Ray Dingler, 3326 San Fernando Road, Los Angeles (w/complete copy). 

Commissioner (in trip.) Attn: 630 (w/encl.). 

Reg. Dir., Denver, Attn. 7: 630 (w/encl.). 

Reg. Pwr. Mgr., Denver, Atfn : 7-630 (w/encl.). 

Reg. Csl., Denver, Attn. 7-155 (w/encl.). 


NOTE TO BUREAU OFFICES 


The attached draft is region 7 draft (August 12, 1954) revised in accordance 
with the Acting Commissioner’s letter to the regional director dated August 20, 
1954, and further revised by the district office by inclusion of the phrase “and 
operates the alumina plant in its present location,” which phrase follows the 
word “States,” line 5, subsection (d) of article 9, page 3. Our reason for this 
revision is to continue the line lease to Monolith should a third party acquire 
the alumina plant and strip it of machinery for use elsewhere. General con- 
tract power provisions as approved June 18, 1954 and rate schedule MRB-F3 were 
attached to the contractor’s copies of draft. Carbon Power & Light Co. makes 
no objection to the license of the feeder circuit to Monolith. Carbon Power 
& Light Co. is now building back to our Laramie substation. 


Mr. Brooxs. Telegram from Monolith to Casper attaching to it the 
recommendation on power sales. 
(The telegram referred to is as follows :) 


1. The following telegram received here this date referred for your information: 

“Monolith Portland Midwest Co. desires to continue the re'ation we have en- 
joyed with your power division since 1944 under which we financed the construc- 
tion of power line from your substation to our property and over which we have 
been served admirably during that period of many millions of kilowatt-hours 
and we propose that a new contract be negotiated at an early date and that pro- 
visions be included for the following : 

“A. 3.000 kilowatts as requested on December 4, 1953. 

“B. 3,500 kilowatts as of April 1, 1955, to meet expanded research and pro- 
duction of lumina products. Construction now in progress. 

“C. 4500 kilowatts as of September 1, 1955, to meet authorized further ex- 
pansion of oxide department as well as the cement manufacturer in anticipation 
of increased sales in cement. 

“1D. 6,500-7,000 kilowatts in 1957 to meet anticipated increase in highway 
cement requirement. 

“EH. 20-vear contract with appropriate contingency provisions. 

“F. Use of present double power line on lease basis with option to buy. 

“Your immediate attention and early renly will be greatly appreciated.” 

Signed Monolith Portland Midwest Co., Bert Oberg, G. E. Superintendent, Los 
Angeles, Calif. 

2. We recommend—which is the Casper, Wyo., official recommendation on it— 
providing power available, to enter into contract for 4,500 kilowatts if contractor 
will pay minimum annual capacity charge for this amount from effective date on 
contract August 1, 1954. Further, Monolith is willing to purchase and/or lease 
13.8 double-circuit feeder line between our Laramie substation and Monolith 
plant which would relieve United States of O. and M. cost. I think he means 
operation and maintenance cost. Advise this office of your opinions with mini- 


mum of delay. 
I. J. MATTHEWS—C—630, 
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Mr. Brooks. We have a letter dated January 24, 1955, from Acting 
Assistant Commissioner, Washington, to the regional director, Denver. 
(The letter referred to is as follows :) 


Rett CP-DN7-12. Please furnish your comments on Monolith Proposal by 
teletype—the proposal we just looked over. 
N. B, BENNETT. 


Mr. Brooks. On January 25, in reply to the January 24 letter, we 
have a teletype which is as follows: 

(The teletype referred to is as follows :) 

Denver, Colo., 1-25-55, 4: 14 P. 

COMM. 

BOR WA. 

ATTEN 600. 

DN7-W A27. 

Subject: Power sales to and use of double-circuit power line by Monolith Port- 
land Midwest Co. : 

REURTT W-DN7-26. We have no objection to projects managers recom- 
mendation in his TT CP—DN7-26 if you believe it prudent to allocate the addi- 
tional 1,500 kilowatts out of the western division unallocated balance of about 
17,000 kilowatts. Western Public Service Co. is now taking 3,600 kilowatts, 
the REA 500 kilowatts, an increase to Monolith contract. Will very likely 
require an increase in transformer capacity. Monolith allocation in your memo 
to Secretary of 2-19-54 is 3,000 kilowatts compared to project managers recom- 
mended contract rate of delivery of 4,500 kilowatts. Our undestanding is that 
we are not to negotiate with nonpreferenced customers until completion of all 
contracts with preferenced customers in the western division. Your further 
definite instructions will be appreciated. 

LINDSETH, Asst. Div. 


Mr. Brooxs. Then, on February 10, 1955, Washington instructed 
Denver with the background notes attached. This is to the regional 
director in Denver from the Acting Assistant Commissioner, subject: 
Power sales contract with Monolith Portland Midwest Co.—Missouri 
River Basin project—western division. 

(The letter referred to is as follows :) 

Reference is made to teletype CP-97-WA-2 and DN7-WA-—27 and related cor- 
respondence on the above subject. 

We do not wish at this time to make any revisions in the present power supply 
arrangements with customers served through the 7,500-kilovolt-ampere trans- 
former bank at Lamarie substation nor do we wish to consider any proposed 
increase in the substation facilities for these customers. We are not in a posi- 
tion to make any additional commitments for industrial purposes, and addition- 
ally do not believe it appropriate to lease the excess capacity of the transmis- 
sion line. 

It is noted that the present contract with Monolith is for 2,500 kilowatts and 
expired on July 21, 1954. The Department approved on July 18, 1954, the nego- 
tiation of a 10-year contract with Monolith for 2,500 kilowatts with an addi- 
tional 3,500 kilowatts, if the company acquired the alumina plant. As the 
alumina plant was acquired by the Ideal Cement Co., the conditional commit- 
ment for 3,500 kilowatts for the company is no longer pertinent. You are author- 
ized to proceed with negotiations for a contract renewal with Monolith for 2,500 
kilowatts for 5 years, if that is acceptable to the company. 

EF. G. NIELSEN. 
Copy to: Projects manager, Casper, Wyo. Attn: C—630. 
Assistant secretary, Water and Power. Attn: Mr. Plucknett. 

(Note—Cleared with Assistant Secretary Aandahl on February 10, 1955.) 


BACKGROUND INFORMATION 


The Monolith Portland Midwest Co. has had an electric service contract with 
the Bureau since 1944. The 13.8-kilovolt double-circuit feeder line from the 
Laramie substation of the United States to the Monolith plant was built by the 
Bureau with funds advanced by Monolith. During this time the Bureau has 
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also had a contract with the Reconstruction Finance Corporation (later trans- 
ferred to the Bureau of Mines and finally to GSA) for operation of an alumina 
plant from the same 13.8 line for service to Monolith. The Monolith contract 
was for 3,000 kilowatts and the RFC alumina plant contract was for 3,500 kilo- 
watts. The alumina plant was advertised for sale by GSA and has been sold 
to Ideal Cement Co., Monolith being an unsuccessful bidder for the plant. In 
view of the President’s road construction program Monolith is undertaking a 
large expansion program at its present plant location and will require larger 
amounts of power for future operation. At the present time Monolith is the only 
customer of the United States being served from the 13.8-kilovolt do ble-circuit 
feeder line as Ideal has contracted with Western Public Service Co. for its elec- 
tric service requirements. There is, however, no means of service to Ideal by 
Western Public Service Co. except over the same 13.8-kilovolt transmission line 
of the United States. Western Public Service Co. has a small high-cost generating 
plant but purchases most of its power and energy from the Bureau of Reclama- 
tion. 

The Department has approved the negotiation of a 10-year contract with 
Monolith for 3,000 kilowatts with a provision for a 3,500-kilowatt increase if it 
purchased the alumina plant. Monolith now desires additional power ab ve the 
3,000 kilowatts already approved, desiring 4,500 kilowatts not later than Sep- 
tember 1, 1955. Monolith desires to lease and/or purchase the present 13 8-kilo- 
volt double-circuit feeder line of the United States. The length of this line is 
approximately 6 miles. Western Public Service has also requested an option 
to lease the excess capacity of this same line, presumably for providing service 
to Ideal cement. 

The capacity of the transformer bank at Lamarie substation for service to 
Western, Monolith and Carbon Power & Light Co. (a preference customer) is 
7,500 kilovolt-amperes. The loads and contract rate of delivery for these cus- 
tomers are as follows: 





Name CRD | Present 
demand 
Western Public Service Co__-- 1.090 | 3, (00 
Monolith Portland Midwest. _ _- ‘bata ‘ | 3, 000 3.000 
Carbon Power & Light Co. (REA)........-------.--__- 


shsitndeatniineies | 500 1,000 





Thus the transformer bank is fully loaded at present time. An increase for 
Monolith could only be made by decreasing the amount for Western, or by 
increasing the capacity of the transformer bank. Both Western and Monolith 
are nonpreference customers and the Department is reluctant to increase CRD 
for nonpreference customers until needs of preference customers have been met. 


Mr. Brooks. Now, they have printed this in in pencil, apparently a 
an additional thought : 


Since the transformer bank will ultimately have to be replaced with a larger 
one, and unallocated power is available the policy question is whether Monolith 
as a nonpreference customer, should be granted the additional 1,500 kilowatts 
requested. 

This background information identified as such from the file of the 
Reclamation Bureau, which I think concisely brings the thing to a 
head and would be of interest to the committee. This appar ently was 
prepared by the Bureau of Reclamation and put in their file. 

Here is one other letter with which Denver concluded this matter, 
instructing Casper, Wyo., dated February 15, 1955. 

(The letter referred to is as follows: ) 

To: Projects manager, Casper, Wyo. (Attention: C—600.) 
From: Supervisor of power. 
Subject: Proposed power sales contracts with Monolith Portland Midwest Co., 
Carbon Power & Light Co., and Western Public Service Co.—Missouri River 
Basin project, western division. 

1. Refer to your copies of the three airmail speedletters from the Commis- 
sioner’s office dated February 10, each letter concerning one of the subject 
customers. 
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2. Please proceed with negotiations with the Monolith Co. for a new electric 
service contract with a CRD of 2,500 kilowatts for a term of 5 years. 

3. As requested by the Acting Assistant Commissioner in the February 10 
letter, notify the manager, Carbon Power & Light Co. that we will not be able 
to lease excess capacity in the Laramie Substation-Monolith 13.8 kilowatt-volt 
line to the cooperative, nor will we be able to increase the CRD for industrial 
purposes. Carbon Power & Light’s December 1954 maximum demand was 1,691 
kilowatts. They requested a contract rate of delivery of 2,500 kilowatts in their 
letter to you dated October 14, 1954, commenting on the previous draft of electric 
service contract you sent them. I suggest you resubmit this contract with a CRD 
for firm power not to exceed 2,100 kilowatts (1,691 « 1.25—2,114 kilowatts). 

4. You should proceed with the preparation of a supplement to Contract No. 
181r—1325 to provide only for the establishment of a delivery point for Western 
Public Service Co. at the Ideal Cement Co.’s alumina plant. 

5. Please keep me advised on your negotiations with the three subject cus- 
tomers. 

H. R. LEE. 
Copy to Commissioner (in triplicate). Attention: 630. 


Mr. Brooxs. Now, that gentlemen reflects clearly the problem that 
Monolith was trying to face, that of acquiring the electric power to 
run an alumina plant. It seemed like a long way to get it established, 
but it was a serious question that Mr. Younger and Mr. Hardy, neither 
of whom are unfortunately here right now, brought up. I don’t 
think it is the major question in this matter, and that concludes, so far 
as I can determine, all the questions that have been raised, and as 
thorough a hearing as we could get together on so short notice on the 
proposed sale of the Laramie plant. So, at this time, if it is in accord 
with the subcommittee’s wishes, I would like to go into executive 
meeting so we might reach a decision of some sort on this matter and 
discuss it privately. 

Mr. Rte pMAn. Iso move, Mr. Chairman. 

Mr. Brooks. Thank you very much, gentlemen. 

(Whereupon, at 10:40 a. m., the subcommittee retired into execu- 
tive session, and the reporter was excused. ) 

x 





